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EDITOR’S NOTE 


Although wartime conditions made it inadvisable for 
our association to hold its annual Christmas meeting, 
Mr. Wilford White, Chairman of the Program Com- 
mittee, undertook to bring together the various papers 
which were to be presented. As a result of his efforts and 
the cooperation of those who had accepted places on the 
program, this issue of the JOURNAL contains many of the 
papers originally planned for the Cleveland Meeting. 
The Editors wish to express their appreciation to the 
various authors and to Mr. White for their aid in 
making possible this issue of the JOURNAL. 














PRICE CONTROL AND RATIONING UNDER THE 


OFFICE OF PRICE ADMINISTRATION: A 
BRIEF SELECTIVE APPRAISAL 


E. T. GRETHER 


University of California 


Epiror’s Note: Professor Grether’s analysis was writ- 
ten late in December, 1942, and revised somewhat in 
January, 1943 as new developments and evidence ap- 
peared. 


O BEGIN with let me lay to rest any 
eto that I feel competent to 
do a definitive or even a first-rate job 
of appraising the enormously complicated 
price control and rationing program. One 
would need to partake of omniscience in 
order to approach the task of this paper 
in other than an attitude of humility. 
Thoroughgoing appraisal would require 
access to materials not available to me 
as well as staff research assistance and 
extended group discussion. Consequently 
I make no claim that the observations 
that follow have great significance. They 
represent essentially the impressions of 
one sideline observer who lacks the ixti- 
mate knowledge and tempered sentimes:t 
and judgment of inside experience as weil 
as the aid of thorough historical research, 
especially of the memoirs that no doubt 
will be published after the war. Readers 
will judge whether the presumed cool 
objectivity of academic observation 
under these conditions leads to worth- 
while conclusions during the heat of the 
conflict. It is so much simpler (and safer) 
to investigate the remains instead of the 
living organism—particularly when the 
organism has not achieved the stability 
of full maturity but is violently engaged 
in its survival adaptations to environ- 
ment. 

The observations that follow are es- 
sentially qualitative in nature. Some ex- 
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cellent quantitative materials are avail- 
able in the First and Second Reports of 
the Office of Price Administration and 
elsewhere and will not be reproduced 
here. Such statistical evidence was, of 
course, useful in tempering judgment 
concerning the merits of OPA’s policies 
and procedures. Further, the impressions 
here recorded have a selective base, since 
it was impossible to analyze all phases of 
the price control and rationing programs. 
For instance, in the preparation of this 
brief review scant attention was paid to 
such large and important areas as the 
control of export and import prices and 
of rents. Casual observation suggests 
that in rent control OPA has turned in one 
of its best performances, perhaps because 
rents are not nearly so sensitive to short 
run pressures as many other prices. 
Omitted from this discussion also is the 
problem of the bases that should be em- 
ployed in fixing prices at the raw material, 
manufacturing and processing levels! as 
well as reference to internal organiza- 
tional and personnel weaknesses. 


THE BurDEN UPON THE OPA; anp Its 
RELATIONS WITH OTHER AGENCIES 
Wartime price control may stem from 

the desire to achieve numerous worth- 

while objectives such as: (1) to assist in 
transferring resources from peacetime to 
wartime uses, (2) to build and conserve 
public morale and efficiency by protecting 

the essential, minimum standard of liv- 

ing, (3) to keep the monetary costs of the 


1 However, cf. pp. 311-312 below. 
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war down, (4) to minimize the difficulties 
of postwar readjustments, (5) to protect 
the position of certain groups, as agri- 
culturists and consumers, (6) to check 
inflation, i.e. to stabilize prices. 

All of these objectives appear explicitly 
or implicitly in the stated purposes of 
the Emergency Price Control Act of 
1942; but the prime and overriding re- 
sponsibility placed upon the OPA was 
to stabilize prices. All other purposes 
became secondary. 

Although it was unfortunate in an 
ideal, theoretical sense, making this the 
basic responsibility of the OPA was 
sound realistically at the time. It was 
sound realistically, however, only if the 
other aspects of the President’s 7-point 
program followed in due course and if it 
had been impossible politically or for 
other good reasons for these other poli- 
cies to be invoked earlier. Since it was 
thus dependent upon further develop- 
ments of policy, the OPA was given the 
duty of leading in the anti-inflation pro- 
gram under unfavorable conditions. Con- 
sequently and inevitably it had to slight 
some of the other purposes of price con- 
trol, particularly the increase in produc- 
tion of war goods, the transference of re- 
sources and consumer protection in a full 
sense. 

In attempting to carry out the price 
stabilization and other stated objectives 
of the Emergency Price Control Act of 
1942 the OPA operated under other very 
serious limitations which it recognized— 
some of which it could not discuss or 
explain publicly. For instance, it was un- 
fortunate in rationing that it had to deal 
so early with rubber and gasoline under 
the existing, trying circumstances. The 
relatively small rubber stockpile forced 
OPA to restrict rubber and gasoline 
consumption severely against consider- 
able public misunderstanding and op- 
Position. The illwill thus engendered 


was pyramided by the whole series of 
nasty conflicting reports, actions, rumors 
and delays in formulating our synthetic 
rubber program. Much of this grief 
came to rest upon OPA. Furthermore, 
it was not the fault of OPA alone that 
American industry, especially the auto- 
mobile and durable goods segments, con- 
tinued months too long on a peacetime 
basis. The role of OPA in the transfer- 
ence of resources would have been greatly 
different if our policy had been more 
realistic in this field. 

In addition, because of the organic 
nature of the economy it is highly impor- 
tant that the economic controls of all 
the agencies, including OPA, be properly 
correlated and synchronized if price con- 
trol is to be reasonably effective. Space 
will not be taken here to review all 
aspects of this problem of integration 
and coordination because an outsider 
cannot have a clear view of these rela- 
tionships. To begin with, Congress, either 
by dilatory or by antagonistic action, 
raised tremendous obstacles. 'Its refusal 
of adequate appropriations in part, per- 
haps for good reasons, restricted the ad- 
dition of personnel by contrast with full 
needs and allowed little for sound sub- 
sidy purposes if the initial ceilings were 
to be held. More serious was the unwill- 
ingness of Congress to enact legislation 
allowing controls over farm prices and 
wages until late in 1942 thus forcing the 
OPA to go ahead with GMPR under 
most adverse circumstances. The absence 
of control over wages and salaries and 
farm product prices, together with the 
omission of certain groups of products 
and of services in the beginning limited 
the so called general freeze to a partial 
freeze which could not conceivably be 
held on this basis in spite of brave words. 
As Mr. Henderson put it in his letter of 
transmittal with his Second Report “the 
Office was left to hold the line alone.” 
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Fortunately this hazard to OPA’s pro- 
gram may now be removed;—if the 
National War Labor Board, the Com- 
missioner of Internal Revenue, the War 
Man Power Commission, the Secretary 
of Agriculture and other interested agen- 
cies and departments hold their positions 
in the line. Needless to state, these are 
large “‘ifs.” 

Next to Congress and the Executive 
Branch, OPA is probably more largely 
dependent upon the Treasury than any 
other division of the federal government. 
Mr. Henderson stated repeatedly that 
his major task was hopeless unless fiscal 
policy was sound. Whether there are 
grounds for optimism on this score will be 
discussed below (see p. 303). The WPB, 
too, through its planning, priorities and 
direct restrictions on output, materials 
and inventory control schemes, and 
direct allocations, vitally supplements or 
replaces OPA’s policies. Fortunately Mr. 
Henderson was a member of the WPB 
and he and other OPA staff members had 
important roles in shaping WPB’s polli- 
cies. The ODT through its restrictions 
upon transportation plays no minor role 
in affecting the physical and geographical 
movement of products in relation to 
OPA’s influences through price controls 
and rationing. The tremendous quanti- 
ties of materials and supplies purchased 
by the military branches produced deli- 
cate and complex problems for the OPA, 
out of which arose special regulations, 
amendments, exemptions, etc., in order 
to facilitate the army and navy’s pro- 
curement plans as well as to check po- 
tential inflation. OPA has an important 
interest in the level at which railway and 
public utility rates are set since these 
enter significantly into the cost of living: 
although it has no definite authority in 
these fields, it attempted by “‘filing pro- 
tests, submitting briefs, and appearing 
before both Federal and State agencies 


with jurisdiction in these fields”? to pre- 
vent rate advances! From the standpoint 
of its future possibilities in influencing 
production, the OPA will be greatly de- 
pendent upon the efficiency with which 
manpower allocations are made by the 
War Man Power Commission. 

Thus in appraising price control under 
the OPA it is highly important to make 
allowances for those aspects of the 
Government’s full program which are es- 
sential to success in the area of OPA, yet 
outside its jurisdiction. Further, an im- 
portant criterion in judging OPA, is its 
relative success in working out its rela- 
tions with other governmental agencies, 
in gaining their cooperation for its own 
program and in aiding those of the other 
agencies. All of the agencies, including 
OPA, seem to have fallen short from the 
standpoint of effective cooperation. 

Finally, insofar as OPA met its re- 
sponsibilities it would inevitably make 
some enemies because of the inequalities 
and hardships created and sacrifices de- 
manded. Its political misfortune, too, 
was that it was forced unfortunately fo 
take the initiative in pushing price and 
other economic controls against the op- 
position of the most powerful organized 
groups in the country; namely, the farm 
bloc, organized labor and real estate in- 
terests. If it had played merely a passive 
role, probably the whole inflation control 
program would have been “‘too little and 
too late.” Perhaps it is, anyway; but 
there is good reason to believe that it still 
has a fair chance of success. 


PRELIMINARY CONCLUSIONS 


In view of the limitations under which 
it has been operating and the enormity 
of its responsibilities, OPA, with some 
notable exceptions, has done reasonably 


2 Second Report of the Office of Price Administration, 
p. 48. 
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well to this point. It has not been afraid 
in some instances to assume leadership 
when necessary, even at the expense of 
the support of strong groups. It appears 
to have been careful to advise with and 
cooperate with the other governmental 
agencies involved in the war control pro- 
gram, although at times it seems to have 
alienated some of these agencies. In 
general it was careful to inform, educate, 
and attempt to persuade the members of 
industry and trade and the public as to 
its policies and regulations before invok- 
ing the severe penalties at its command. 
Unfortunately, however, there was pres- 
ent also an element of “crackdown” in 
words rather than in deeds, with un- 
fortunate results in public relations. 

On the whole (with some exceptions) 
it has done well in working out its basic 
policies from the standpoint both of 
general theoretical validity and adapta- 
tion to contingencies outside its control. 
It will be indicated below, however, that 
it has not been so successful always in 
implementing the general policies. It has 
shown flexibility and willingness to 
change, revise and amend policies as 
circumstances altered and as it learned 
from experience. Particularly impressive 
(except for timing) are the successive 
adaptations of policy from the initial 
simple and selective 1940 program under 
executive order, through the expansion 
of the selective procedure after the pas- 
sage of the Price Control Law in January 
1942, to the general freeze order andmore 
recently towards fixing specific dollars- 
and-cents prices and margins. The timing 
may not always have been good; but the 
program did shift with conditions and 
needs. The general policies (particularly 
GMPR) can be attacked on ideal theo- 
retical grounds. When realistic allow- 
ances are made for maladjustments and 
conditions outside OPA’s control, these 
policies stand scrutiny well. 


From the standpoint of general ad- 
ministration, OPA is to be commended 
for the large regional, state and local 
decentralization of its activities and for 
the steady endeavor to achieve a bal- 
anced relationship between Washington 
and the country. It is not surprising, 
however, that there still appears to be 
opportunity for improvement (see below 
p. 306). 

In spite of the good work done to date, 
it is not difficult for an outside observer 
to note weaknesses in the program as 
well as serious hazards to its future. This, 
of course, is not surprising in view of the 
limitations noted above and the rapidity 
with which an organization and policies 
had to be built. The discussion will be 
directed first to a number of important 
general issues and then, second, to a few 
specific problems in connection with 
price control. 


Some GENERAL ISsuES 
The Inflationary Gap 


In the First Quarterly Report of the 
OPA, the inflationary gap for the year 
1942 was estimated at 15-20 billions of 
dollars. In his study published late in 
1942, Dr. William J. Fellner estimated 
that during the fiscal year ending June 
1943, there would be a net addition of 
25 billions of dollars to our money stock 
arising out of government borrowing.® 
Expansion of the war budget since Dr. 
Fellner’s initial estimate was made sug- 
gests that the gap may be 5 billions wider 
than he originally computed before July 
1943. In December 1942 the Treasury 


§ Fellner, W. J. 4 Treatise on War Inflation, Univer- 
sity of California Press. In Dr. Fellner’s estimate of the 
size of the inflationary gap, allowance is made for the 
genuine savings that would take place without con- 
sumer controls. The details of Dr. Fellner’s method of 
estimation cannot be reproduced here. Obviously they 
are of key importance in determining the validity of his 
results. Readers are referred to his volume. 
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estimated the inflationary gap at 45 
billions for the year 1943.4 Thus to this 
point the Treasury and Congress have 
not succeeded through a combination of 
income and consumption taxation and 
war bond sales to individuals in reducing 
the burden upon OPA; instead the in- 
flationary gap is widening. 

The tremendous holiday business at 
the end of 1942 (apparently the greatest 
spending orgy of our history, considering 
that some products were no longer freely 
available) gave some indication of the 
impact of war spending upon our retail 
markets. A factor of outstanding impor- 
tance in building up inflationary pres- 
sures in the near future is the rapid de- 
pletion of reserve stocks at the end of 
1942. These reserve stocks, particularly 
of comfort and luxury goods, have helped 
cushion until now the inflationary pres- 
sures. The tremendous war bonds sales, 
reported in the press as approximate- 
ly 13 billions in December, do not in 
themselves allow one to assume that 
voluntary bond purchases will ade- 
quately reinforce the tax program. Most 
likely the larger portion of this admit- 
tedly extraordinary total represents pur- 
chases by others than individuals, par- 
ticularly by banks, and may have 
actually added to the existing large 
monetary pressure. 

The OPA, as already indicated, is thor- 
oughly aware of the extraordinary (per- 
haps hopeless) responsibility it is forced 
to shoulder in attempting through its 
consumer controls to sterilize 25-30 bil- 
lions or more of dollars into idle cash 
balances, or to facilitate their movement 
into bond purchases. At the time it is- 
sued GMPR, OPA bluntly stated that 
“Without the economic measures, the 


It should be noted that the base is different from 
that employed by Dr. Fellner and that there are some 
differences in method. 


ceiling could in the long run become ad- 
ministratively unenforceable and socially 
harmful.”® Now undoubtedly, politically 
and theoretically, fiscal policy cannot en- 
tirely close the inflationary gap; but it 
should narrow it much more than it has 
and above all should not allow it to widen 
as it has to date. If direct taxation can 
be significantly increased and if volun- 
tary or compulsory war bond sales to in- 
dividuals, or other forms of individual 
savings can be expanded, if wages and 
farm product prices can be held in leash, 
and if inventories are properly regulated 
by WPB, then there are some grounds 
for optimism, provided OPA moves for- 
ward at once with a vigorous program of 
enforcement. 

Possibly, too, economists overestimate 
the strength of the short run pressures of 
excess purchasing power, especially under 
war conditions. Tremendous idle bal- 
ances, even though not converted into 
war bonds, may possibly (but not likely) 
remain truly idle (passive). Most likely 
in recent months the cushion of reserve 
stocks and the increase in average cash 
balances (a decrease in the velocity of 
money) relieved the inflationary pres- 
sures. In wartimes, active patriotic senti- 
ment (when general) assists in neutraliz- 
ing surplus dollars, especially if offenders 
are promptly punished. The behavior 
and attitudes of sellers are of key impor- 
tance; they may be expected to reflect 
the general sentiment unless their costs 
become out of balance. If their costs in- 
crease under their ceilings they may be- 
gin to rationalize violations. Conse- 
quently it is especially necessary to hold 
wages, rents and food prices, or to allow 
compensatory price increases if this is 
not done. If this happens, then non- 
economic motivation may hold in leash, 
temporarily, the pressures of normal 


§ Bulletin No. 1, p. 24. 
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economic law. In the future there are 
some outlets for excess funds that may 
relieve short run pressures on essential 
civilian and war supplies under proper 
conditions (i.e. insurance, health pay- 
ments, education, entertainment, and to 
some extent real estate and the stock 
market). 

But if the stock of excess purchasing 
power remains in anything like its cur- 
rent proportions, or increases, the whole 
stabilization program will be built on 
unstable sand. Of great immediate con- 
cern, is whether (1) the wage regulations 
will be strictly enforced and (2) price 
ceilings will be placed on farm products. 
Laxity in these areas could be the be- 
ginning of the end of inflation control. 
Even if the inflationary gap can be held 
reasonably well during the war by OPA, 
there remains the terrific inflationary 
hazard in the immediate postwar period. 
Sounder fiscal policy would not only 
alleviate this threat but relieve the social 
and political difficulties involved in serv- 
icing the debt at the end of the war. 

OPA’s plan for purchase during the 
war by consumers of durable goods for 
postwar delivery seems theoretically 
sound from the standpoint of mopping 
up some of the excess purchasing power, 
but probably has little actual value.® 
There seems little reason to expect manu- 
facturers as a whole to be enthusiastic, 
because of the product quality and price 
uncertainties of the postwar period and 
the likelihood that there will be little 
difficulty in selling all they can make for 
a considerable interval when hostilities 
cease. Similarly it is unlikely that con- 
sumers as a whole will become very en- 
thusiastic unless they feel definitely that 
such advance buying will relieve them 
of additional taxes or bond purchases. 


* Cf. Nugent, Rolf, “Post-War-Delivery Instalment 
Sales and Government Controls,” pp. 350-353, below. 


Enforcement 


The crucial role of vigorous enforce- 
ment has just been noted. Likewise, OPA 
has been commended for allowing an 
interim for education and moulding opin- 
ion before actually attempting the “big 
crackdown” (p. 303). Forthright enforce- 
ment can no longer be delayed without 
serious damage and risk to the whole 
program. For about a half a year now 
there have been public statements of the 
“crackdown’”’ to come; it is high time to 
stop crying wolf. It is doubtful that these 
threats along with the informal educa- 
tional work, warning letters, fines and 
relatively small number of penalties as- 
sessed have had an accumulative in- 
fluence towards more effective enforce- 
ment. 

There is considerable evidence that 
the converse is true—it has become too 
fashionable to violate price regulations. 
This spirit and attitude have been 
abetted by the extreme difficulties in 
some instances of knowing what the 
regulations demanded and by occasional 
unfortunate outright errors. For instance 
retail food dealers at one time almost 
universally violated the retail ceiling on 
oranges because wholesale prices to them 
had been allowed typically to absorb and 
go beyond their entire margin under the 
retail ceilings. Consequently all dealers 
apparently disregarded the ceilings—and 
their violations were winked at by OPA. 
It is alleged too, for instance, that in the 
food trade there is general violation be- 
cause dealers cannot at a given time 
know all the regulations, orders and 
amendments. There is a hazard that the 
informal procedure employed of asking 
violators to pay any excess (or a portion 
of it) obtained by violations into the 
Federal Treasury as a voluntary contri- 
bution (but not a fine) has weakened 
rather than stiffened trade morale. Ad- 
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mittedly, however, this procedure has 
the advantage of informality, flexibility, 
and lack of delay. 

There is no doubt that OPA has ade- 
quate authority for vigorous enforce- 
ment in the heavy penalties that it may 
invoke. Once it can build an adequate 
staff, there can be no excuses on this 
score unless general morale has de- 
teriorated too greatly in the meantime or 
the Attorney General’s office and the 
Courts refuse to cooperate.® Further- 
more, to this point, in spite of the good 
work done, it has not made effective use 
of the voluntary assistance of the public 
and of the members of industry and 
trade. Admittedly consumer (housewife) 
assistance in policing was limited and 
ineffective under the general freeze be- 
cause of the difficulty of knowing what 
prices should be in a given establishment. 
Consumers were bound to be passive 
under these conditions. Once specific 
prices (or nearly so) are established, it 
should be possible to tap a large reservoir 
of voluntary trade policing. Sound regu- 
lations of an informed and cooperative 
group will often be almost self policing. 
This is not to suggest that a large pro- 
portion of the burden must. not fall upon 
OPA’s staff; but merely to state that 
there is still a great ancillary reservoir of 
community organization and coopera- 
tion that waits to be tapped without en- 
couraging spiteful snooping by neighbors 
on each other. Furthermore, all past ex- 
perience with the hundreds of potential 


®In Title II, Sec. 205 (b) of the Act it is stated 
“Whenever the Administrator has reason to believe 
that any person is liable to punishment under this sub- 
section, he may certify the facts to the Attorney Gen- 
eral, who may, in his discretion cause appropriate pro- 
ceedings to be brought.” This division of responsibility 
along with the requirements for review and court pro- 
ceedings could very easily develop into a major barrier 
to prompt, effective enforcement. It would seem to be a 
good idea for the Department of Justice to deputize reg- 
ular OPA attorneys throughout the United States in 
order to expedite prosecution. 


methods, directly and indirectly, of 
violating price schedules indicates that 
general price control cannot be successful 
without popular support. Active partici- 
pation in policing on the part of the 
public would assist in gaining and hold- 
ing wider popular interest in price con- 
trol and rationing. 


MISCELLANEOUS ADMINISTRATIVE 
CONSIDERATIONS 


Decentralization 


As already noted OPA early set about 
decentralizing its activities (p. 303) and 
from time to time gave the regional, 
state, and local offices greater authority. 
The process of transferring responsibility 
is, of course, never ending, especially 
under dynamic conditions. It is not sur- 
prising, but unfortunate, that through- 
out the country there is strong criticism 
that Washington is a great bottle neck. 
To the remote member of the trade 
Washington appears to be a great sink 
hole into which inquiries, complaints and 
memoranda disappear, never to be heard 
from again. This whole administrative 
issue is more than faintly reminiscent of 
the NRA.’ Suffice it to say that OPA has 
been moving towards a well-balanced 
relationship between Washington and 
the outlying offices; but it has a continu- 
ous problem in this respect. 

There still remains the serious problem 
of expediting decisions in Washington. It 
should be noted too, that the regional 
and state offices often have been ex- 
tremely cautious in employing the au- 
thority delegated to them, particularly in 
enforcement. Undoubtedly they some- 
times prefer to pass the responsibility to 
Washington. The regional offices must 
assume larger responsibility in adapting 
general policies and regulations to local 


7 Incidentally, a number of OPA’s top officials were 
also executives in NRA. 
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conditions as OPA moves into specific 
pricing and large scale enforcement. But 
there seem to be some doubts concerning 
the limits of the authority of the regional 
and state officers. In Title II, Sec. 201 
(b) of the Act dealing with administra- 
tion, it is stated, “The principal office 
of the Administrator shall be in the Dis- 
trict of Columbia, but he or any duly 
authorized representative may exercise 
any or all of his powers in any place.” 
On the other hand, legislative power is 
definitely lodged in the Administrator, 
and there is a further question concern- 
ing the degree to which executive re- 
sponsibility of a quasi-judicial nature 
may be delegated in view of Morgan v. 
the United States.® 


Speed and Timing 


The speed and timing of action are a 
matter not merely of geographical de- 
centralization but also of internal organi- 
zation, quality of personnel and attitudes 
as well as of the specific nature of the 
general and implementing policies. In- 
ternal organizational difficulties and the 
shortage of trained personnel undoubt- 
edly were serious barriers to prompt 
action. Although OPA has most fre- 
quently moved in the right direction 
(when allowance is made for the other 
elements in the government’s program) 
we may discover eventually (perhaps 
shortly) that it delayed too long in a 
number of instances. For example, this 
may be true of the shift from GMPR to 
specific pricing, of enforcement, and par- 
ticularly of rationing under WPB’s in- 
structions. Under circumstances such as 
face the OPA and the other agencies it is 
more important to make reasonably in- 
telligent decisions in time than to work 
out perfect solutions too late. In a very 
real sense “time is the essence” of much 


* 298 U.S. 468 (1936) This case arose under Sec. 310 
of the Packers and Stockyards Act. 


of what OPA can accomplish. When 
fundamental policies are changed too 
slowly there is bound to be an accumula- 
tive influence making for instability. 


Simplification of Regulations 
and Procedures 


Finally, from an enforcement stand- 
point OPA needs to achieve stability of 
policies and simplification of regulations 
and procedures. Members of the trades 
complain that they can no longer keep 
up with the changing regulations. Of 
course, many of the revisions and adjust- 
ments arise out of the complaints of in- 
dustry. Even so, reasonable stability of 
policy should soon be feasible, unless 
there are unforeseen developments. 

From the standpoint of administration 
and enforcement nothing would be more 
beneficial than the simplification of regu- 
lations and procedures when feasible. 
There seems to be agreement on this 
score both within OPA as well as outside. 
In fact, OPA is moving in this direction, 
as is indicated, for instance, by the recent 
simplification of food pricing procedures. 
In the process of evolution to this point 
a veritable maze of regulations has ac- 
cumulated on top of the initial special 
regulations, beginning with GMPR and 
its amendments, the general and supple- 
mentary orders, supplementary regula- 
tions and their amendments, the specific 
price regulations and their amendments, 
temporary maximum price regulations, 
procedural regulations, etc. In addition, 
and most confusing, were the variable 
bases and amount of discretion allowed 
in working out individual adjustments,® 
and the minor variations in pricing form- 
ula. Furthermore, the regulations, well 
written as they may be from a legal 
standpoint, are sometimes almost unin- 


®Cf. Victor Abramson, “Price Freezing Under the 
Office of Price Administration,” American Economic 
Review, vol. XXXII, Dec. 1942, pp. 762-765. 
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telligible to the trade and occasionally 
even to the OPA representatives whom 
they consult.!° 

Admittedly, the cry against complex- 
ity is often raised as an excuse for non- 
compliance, but the need for simplifica- 
tion cannot be so lightly dismissed. The 
trade meetings, the question-and-answer 
printed explanations, etc., have all been 
beneficial but do not meet the basic need. 
It was not surprising that the extreme 
rapidity of short-run growth, expansion 
and adjustments produced this state of 
affairs. It would be a notable contribu- 
tion, however, towards efficient adminis- 
tration and enforcement if this mass of 
orders and regulations could be reworked 
from the point of view of trade needs and 
the fundamental objectives of the price 
control program, into simplified pat- 
terns and statements. Arbitrary and arti- 
ficial wartime price regulations cannot 
approximate peacetime functioning or 
give equal justice to all. Wartime price 
control arises out of the inability of the 
price system to meet war demands. 
Under these circumstances, would it not 
be preferable to strive for simplicity 
rather than pursue the spurious effort 
of making equitable individual adjust- 
ments which cannot usually be made 
adequately? The policy of making ad- 
justments because of local scarcities in- 
stead of individual hardships seems a 
sound adaptation from this standpoint. 
This thesis will be illustrated below (p. 
311). Simplification should alleviate some 
of the record keeping, reporting, and 
questionnaire filling about which in- 
dustry and trade complain and which 
appear to be in process of being relieved 
now; and also make it possible for OPA 
to eliminate some of the dubious surveys 
intended to discover costs for particular 


10 Local War Price and Rationing Boards often do not 
receive adequate information to allow them to answer 
inquiries properly. 





products. Two qualifications: First, regu- 
lations must allow for fundamental dif- 
ferences between specific industries and 
trades. But it seems a reasonable conclu- 
sion from an outside point of view that 
those who implement policy and write 
regulations have at times confused dif- 
ferences in degree with differences of 
kind and have not always recognized how 
total war changes price relationships. 
Second, simple regulations may produce 
difficulties so far as /ega/ enforcement is 
concerned but this handicap should be 
far offset by the increase in trade and 
public acceptance. 


Industrial Standardization, Simplifica- 
tion, Quality Control 


Internal regulative simplification to be 
thoroughgoing should have its counter- 
part in industry and trade. Undoubtedly 
much (perhaps most) of the complexity 
of regulation about which industry com- 
plains arises out of peacetime competitive 
product and service differentiation, much 
of which is of a relatively inconsequential 
nature from the standpoint of minimum 
war survival needs. This is a total war 
between industrial systems. Our very 
survival may require that we do not 
attempt to carry along peacetime wastes, 
inefficiencies, diseconomies and _ frills. 
The profound shift of our industrial sys- 
tem to meet total war needs requires that 
labor and material be redirected and 
conserved wherever possible. This trans- 
fer and economizing of resources could 
be greatly furthered by a broad program, 
of product, service, and distributive sim- 
plification. Theoretically, there can be 
no disagreement on this score. Here 
again, however, one must be “realistic.” 
It may be necessary to compromise be- 
cause of political expediency. Victory 
(survival) possibilities may be better, 
considerably short of the ideal condition 
from the standpoint of economy, if such 
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a radical transformation of the economy 
ruins morale in important quarters. But 
there can be little doubt that this trans- 
formation must be made if the war con- 
tinues several more years. If this happens 
from then on OPA’s regulative program 
will be greatly eased in this respect. 
OPA’s Retailers’ Economy for Victory 
Program fits into this scheme so far as it 
goes. It is unfortunate that so little 
relatively has been done to accomplish 
similar results at the producer level and 
elsewhere in the economy. In fact, the 
insistence that quality shall not be re- 
duced at a given price helps to some ex- 
tent to maintain the costs of inconse- 
quential product and service differences, 
sound as this insistance may be theo- 
retically from the standpoint of curbing 
inflation." 

But fundamental simplification is 
strong purgative medicine; as yet WPB 
who is chiefly responsible has been un- 


willing to administer it to the patient 
except in small doses. It is difficult from 
individual experience and surmise to 


judge the “political” resistances; there 
is a strong possibility, however, that the 
patient would not object nearly as much 
as WPB apparently has feared. In fact, 
most of the public and industry may well 
be somewhat ahead of the government. 
It need scarcely be stated that price 
controls and the standard of living, as 
well as the marshalling of resources in the 
war effort will all be weakened (perhaps 
fail miserably) if fundamental standardi- 
zation and simplification do not appear 
and the war continues beyond 1943. The 
prime test of whether standardization 
and simplification are fundamental dur- 
ing the war should be realizable economy; 
otherwise variety per se may too readily 
be condemned. The Lend-Lease and 
Agricultural Marketing Service specifica- 


“ Cf. Fellner, op. cit., p. 18. 


tions provide a basis for a relatively 
simple and direct expansion along these 
lines. 

Finally, as yet too little (if anything) 
has been done both to protect buyers 
against quality deterioration as well as 
to relate prices to quality changes. To 
this point, apparently the line of least 
resistance has been followed; viz., the 
insistance upon the maintenance of qual- 
ity at a price. Obviously, inflation can 
come via quality depreciation as well as 
through price increases. But it is equally 
clear that time and again lower quality 
is desirable or necessary (as in the case 
of shoes) because the military services 
require the best materials. Many times, 
however, quality depreciation is thor- 
oughly uneconomical when materials are 
available because performance decreases 
much more than the cost savings. No 
doubt all will agree that this is probably 
the most difficult regulative problem 
OPA has to face as the war lengthens, not 
only because of the intrinsic difficulties 
of establishing and policing quality, but 
because control must cut deeply into the 
fabric of modern industrialism in which 
goods are so largely synthetic and actual 
or alleged product differences are so 
deeply rooted in competition and in law. 
Product quality in many fields cannot be 
regulated or differences allowed for, 
without the fundamental simplification 
noted above. But to accomplish this, it 
will be necessary that many firms give 
up for the time being their vested interest 
in product and market differences in 
order that price control may have a 
chance. 

From the standpoint of compulsory 
control insofar as OPA is concerned, there 
is the possible barrier of the prohibition 
in Section 2 (h) of the Price Control Act, 
—‘‘The powers granted in this section 
shall not be used or made to operate to 
compel changes in the business practices, 
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cost practices, or methods, or means or 
aid to distribution, established in any in- 
dustry, except to prevent circumvention 
or evasion of any regulation, order, price 
schedule, or requirement under the Act.” 
It seems likely that desirable simplifica- 
tion and quality controls would not be 
deemed contrary to this provision. 


SomeE Speciric Price Contro. Issues 
The Latitude of Price Controls 


Theoretically, in the absence of sound 
fiscal and other policies universal price 
control and broad rationing are sound 
procedures, for if effective they would 
close the inflationary gap by sterilizing 
the excess purchasing power. The only 
issue is administrative feasibility. As al- 
ready indicated there are strong doubts 
whether OPA can shoulder such responsi- 
bility. In view of the lag in fiscal policy 
and the scale of the program now in 
effect, it is no longer realistic to debate 
the original issue of general versus selec- 
tive price control in theoretical terms. 
But in view of the tremendous adminis- 
trative difficulties and hazards in estab- 
lishing and policing general price fixing, 
there is a certain type of selectivity in 
procedure worth examining. Is it not 
sound from time to time, based upon cost 
increases or specific production needs, to 
allow moderate price increases or to em- 
ploy subsidies for selected commodities? 
The original position under GMPR that 
the ceilings must not be punctured does 
not appear to have been tenable theo- 
retically or administratively, even if ade- 
quate funds had been available for subsi- 
dies. Even so, the use of subsidies on a 
large scale basis raises difficult problems 
politically and can well engender gravy 
grabbing and log rolling along with in- 
flation. Perhaps for this reason the official 
policy now is opposed to the use of subsi- 
dies. 

Selective price favoritism might, say, 


be applied to basic raw materials for 
essential war and civilian needs and to 
similar essential processed and finished 
goods and services, including to some 
degree the functions of distributors. This 
process of selective adaptation in these 
basic segments of industry along with 
the direct procedures of WPB would 
ease enforcement in these portions of 
the economy, assist in further redi- 
recting industry and trade to the 
total war basis, and canalize and harness 
the moderate inflation to the war effort. 
It should be noted that an: important 
aspect of this program is the refusal to 
grant price increases to the non-essential 
or less essential portions of the economy. 
In these segments the restraining in- 
fluence of price would be abetted also 
by WPB’s direct controls. Admittedly 
trouble would appear in this portion of 
the economy, but it seems preferable 
to have it concentrated there than to 
have it scattered throughout the entire 
structure. OPA’s specific price and mar- 
gin policy since GMPR allows the fore- 
going type of selectivity; there are 
strong evidences that this already is the 
officially settled policy. Under this pro- 
cedure special action and enforcement 
would be concentrated upon the large 
volume staples and necessaries and not 
frittered away upon the host of relatively 
inconsequential goods and services that 
fill our markets in peacetime, many of 
which are still persisting as the war ad- 
vances.!* Consequently, for instance, 
more time, energy and _ intelligence 
would be spent in writing the hog and 
pork regulations; less would be directed 
to Christmas cakes. 


Price Control in the Marketing Channels 
In its initial, selective phase price con- 
12 In taking this position I have no illusions that it is 


an easy task to segregate essential from non-essential or 
less essential industries. 
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trol was focused primarily at the raw 
material, producer, processor and oc- 
casionally at the secondary wholesale 
level, but avoided the retail field.” 
GMPR brought it to bear at all levels of 
the production and marketing structure 
and hence created an enormous number 
of policy and administrative problems 
and difficulties. Unfortunately for the 
price fixers, economic analysis had paid 
little attention to the vertical market 
and price relations in the production- 
processing-distributive channels. Thus, 
for better or for worse much of what was 
done here had to be without the benefit 
of prior academic analysis. 

GMPR immediately produced two im- 
portant difficulties in the marketing 
channels. First, there was the “‘squeeze”’ 
upon retailers because of the inventory 
replacement-pricing lag that sometimes 
appears in the relations between retailers, 
wholesalers and processors. OPA worked 
out of this difficulty to some extent by 
“rolling back the squeeze,” following 
both the Canadian pattern and euphem- 
ism, or more accurately, by dividing the 
initial “‘squeeze”” among all in the market 
hierarchy. Second, some distributors, es- 
pecially large, lower price firms found 
themselves in a different sort of “squeeze” 
because of the abnormally low March 
prices. These out-of-line prices were 
eventually allowed to be adjusted suf- 
ficiently to reestablish the historical re- 
lationship with competitors. The new 
specific margin regulations also as- 
sist in offsetting the original March 
“squeeze.” Adjustments of this sort were 
eminently desirable because the freeze 
procedure tended to favor the higher 
price, service dealers. Some difficulties 
appeared later also because of tardiness 


® For a brief characterization of the selective period 
and since see D, D. Humphrey “Price Control in Out- 
line,” American Economic Review, vol. XXXII, Dec. 
1942, Pp. 744-759. 


in fixing and readjusting retail ceilings 
as the OPA moved into specific pricing. 

A basic factor from the standpoint of 
grappling with the relations in the trade 
channels is OPA’s commodity-industry 
organization. At the raw material, manu- 
facturing and processing levels this set-up 
is excellent; at the secondary wholesale 
and retail levels, particularly the latter, 
there are serious complications. The dis- 
tribution of many (perhaps most) prod- 
ucts begins to fan out at the secondary 
wholesale level and spreads widely and 
often thinly in retailing. Thus the rela- 
tively simple manufacturer-processor 
state of affairs grows increasingly com- 
plex as one moves down the channels to 
the ultimate users. As goods near con- 
sumers, there is often a large and com- 
plicated overlapping of competitive ac- 
tivities and facilities, the product of 
ordinary, unrestrained peacetime com- 
petitive processes. 

It follows that price controls are much 
easier to work out and enforce at the 
relatively simple manufacturer-processor 
levels where numbers are small and where 
there is usually a high degree of concen- 
tration. Parenthetically, it is at this 
point, too, that product quality controls 
(not including services) should be fo- 
cused. It is obvious that price controls 
beginning at the relatively simple manu- 
facturing-processing stage become in- 
creasingly complex if the attempt is made 
to follow the products separately through 
the overlapping and intertwining market- 
ing highways and byways. As indicated 
above, OPA’s commodity organization 
makes for this individual commodity 
type of regulation even in the distribu- 
tive channels. 

In view of the increasing complexity 
of the marketing channels as products 
move towards consumers, and since much 
of this state of affairs is a peacetime 
‘luxury” adaptation (so to speak) of 
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competitive rivalry, it appears to be a 
regulative mistake in total war price- 
regulation to particularize unnecessarily 
in the wholesale and retail trades. Con- 
sequently individualized price control ef- 
forts should be concentrated at the pro- 
ducing-manufacturing-processing levels 
where production schedules and quality 
of product are determined and condi- 
tions are simplest. Price controls properly 
particularized at these stages can and 
should be adapted to the truly unique 
characteristics of industries. But as in- 
dicated in the introductory comments 
(p. 300) detailed discussion of the proce- 
dures employed at these levels is omitted 
from the paper. In the wholesale and re- 
tail trades, it would appear adequate and 
simple to establish markup percentages 
or fixed markups for broad groups of 
commodities by zones; only where this 
was not feasible, or for the large volume 
staples, need special controls be estab- 
lished over narrow groups and individual 
commodities. One need not be too greatly 
impressed by all the peacetime, historical 
variations of margins between firms and 
products, for these are tempered by nu- 
merous competitive, joint and interde- 
pendent demands, and sometime fortui- 
tous influences which are not necessarily 
related to economy or the ¢rue supply 
price factors. Furthermore these factors 
are fundamentally modified under war 
impacts upon cost and demand functions. 
Normally it may be feasible to employ 
only one markup (or perhaps say two or 
three) rather than to work out variable 
ones for firms of different types and size 
in wholesaling and retailing as has been 
done by OPA. Under full war conditions 
one should not take the peacetime dif- 
ferentials between types of stores too 
seriously. It appears entirely reasonable 
in most retail lines to establish one mark- 
up (at the most two markups, one for 
service, another for cash and carry firms) 


for all members of the trade based upon 
the costs of modal firms. When the range 
of variation is too wide, and the cry of 
discrimination, and the hazard of serious 
price increases on scarce merchandise too 
great, this simple procedure would have 
to be compromised in favor of an ad- 
ditional grouping or two. The new experi- 
mental procedure in the food field seems 
to be soundly conceived with its specific 
prices and margins, and twofold classifi- 
cation of wholesalers and threefold re- 
tailer grouping. Eventually it should be 
possible to simplify further these pro- 
cedures in the food trade; in other trades 
conditions usually are less complex. 
There is typically no good reason now 
for conserving the position of high cost, 
full-service distributive firms. Further- 
more war pressures are probably leveling 
costs and services to a considerable ex- 
tent between competitors in the service 
hierarchy. Possibly the costs of some of 
the limited service, large volume firms 
are being raised relatively by wartime 
changes in operations. Besides, such firms 
may always sell below the ceiling markup 
if they wish. So far as the small, inde- 
pendent higher cost dealer is concerned, 
the tendency towards price uniformity, 
the transportation restrictions, rationing, 
and merchandise scarcities act as a busi- 
ness subvention to him when he is able 
to get stocks.“ In addition, many small 
dealers may reasonably close shop (as 
they are doing) in favor of employment 
in war industries or carry their small 
businesses on a part-time and family 
basis. To some extent this is true of 
larger firms. But withdrawal and re- 
entrance are typically easier for small 
dealers. In peacetime there is a large 
“4 Incidentally, margin differences as wide as those 
now employed in the food trade will tend to force the 
low margin dealers to become wholesalers to their higher 
margin competitors on scarce products, for the latter 


can afford to patronize the former so that they can resell 
at higher prices. 
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turnover annually in this group. From 
the standpoint of immediate war needs, 
there is much less reason to worry about 
the wartime demise of a considerable pro- 
portion of distributors than of farmers. 
This problem, however, as a political 
issue, may force regulation to give 
ground. 

Now I appreciate that regulation in 
the distributive channels is not entirely 
as simple as the foregoing analysis sug- 
gests. Furthermore, as already indicated, 
OPA appears to be moving to some ex- 
tent in this general direction. But the 
larger simplification which would ease 
administration and give enforcement a 
reasonable chance of success still lies 
ahead; although it may well be planned, 
so far as I know. The intelligence and ex- 
perience available in OPA together with 
the advice and counsel of industry and 
trade should make possible a thorough 
simplification of procedures. Further- 
more, it should be feasible to readapt 
given procedures along these lines as the 
war lengthens. If, on the other hand, a 
more pronounced trend towards greater 
complexity and particularization should 
set in, effective regulation would appear 
almost hopeless as the war pressures in- 
crease. In the more complex wholesale 
and retail trades, particularized regula- 
tion makes it almost impossible for 
dealers to keep informed for they must 
know hundreds of schedules. The big 
advantage of GMPR was the absence 
of multiplicity of regulations. 

Perhaps it needs be stressed that the 
size of individual markups, the relation 
between markups in distributors’ as- 
semblies, and the relative proportion 
that margins on a given level are of the 
final price of a product, are not nearly as 
significant below the last point at which 
important processing takes place as 
above it. Balanced relations between 
Products, grades, and areas as well as 


between producers, distributors, manu- 
facturers and processors are much more 
important above the secondary whole- 
sale and retail stages because they vitally 
influence what will be produced, manu- 
factured and processed when there are 
good alternatives. The current fresh 
meat difficulties well illustrate what hap- 
pens when lack of balance appears in 
these relations and is not promptly cor- 
rected. In the production, slaughtering 
and cutting up of meat there are sensitive 
relationships between feed and other 
farm costs, farm prices, interregional 
prices and transfer costs, slaughtering 
and cutting-up prices and costs, and 
grade differentials. Similar problems aris- 
ing out of the manner in which the final 
price returns are allocated are present 
in most fields. But it seems evident that 
once the supply is determined, then so 
far as production and processing are con- 
cerned, the availability to consumers 
will not be greatly influenced by minor, 
perhaps even major, variations in rela- 
tions between individual product mark- 
ups as long as the aggregate return is 
high enough for dealers of a given type. 
Dealers are (or should be) concerned 
with the over-all return from their opera- 
tions; in peacetimes there tends normally 
to be considerable shifting between main- 
tained margins on products in dealers’ 
assemblies. One must, of course, recog- 
nize the psychological factor that dealers 
are much more likely to resent a below 
average markup when fixed by the 
government’s fiat than when it results 
from competition or their own choice. 
A further significant influence is resale 
price maintenance under the Fair Trade 
Laws, because it leads to separate treat- 
ment in pricing on the part of dealers 
and correctly or incorrectly crystallizes 
given variable margins. 


8 This is not to say that this is the only reason for the 
meat shortage. 





314 


THE FOURNAL OF MARKETING 





Horizontal {Geographical) and Other Price 
Differentials 

Paralleling the price relations in the 
trade channels are those that run through 
space,—i.e. geographical price structures. 
In the first phase OPA entered this arena 
only timidly, if at all. Recently it has 
been essential to do something about 
geographical price differentials in order 
to attempt to guarantee a proper inter- 
and intra-regional distribution of goods. 
GMPR, of course, fixed the given geo- 
graphical price structures. But unfortu- 
nately these given geographical price 
relations often were the result of pro- 
ducers’ delivered price policies derived 
from peacetime conditions where goods 
were abundant and markets limited. 
Under these conditions producers were 
often willing and preferred to subsidize 
their entrance into outlying markets 
through uniform, zone, and basing-point 
delivered price structures or through in- 
dividual bargaining adjustments. With 
wartime scarcities this necessity no 
longer was present, except perhaps with 
an eye to long-run goodwill and the de- 
sire to hold good remote outlets. The 
areal distribution of products conse- 
quently became increasingly faulty as 
time passed and shortages increased or 
threatened. Consequently OPA has grad- 
ually developed a number of adaptations 
in conjunction with WPB and other 
agencies. The initial packer-quota scheme 
for meat distribution, however, worked 
badly, particularly in the West and in 
areas where population has increased 
greatly. The systems of zone price dif- 
ferentials established in several fields 
seem to be soundly conceived. The policy 
of price adjustments because of local 
shortages will allow flexibility within 
small areas. There is the hazard, how- 
ever, that such adjustments may become 
competitive and hence offsetting. For 
this reason it was proper that the re- 


gional offices, not those of the state, 
were given jurisdiction. Undoubtedly 
time and again (probably typically 
where shortages are marked) price dif- 
ferentials will not be adequate to direct 
regional commodity flows, but must be 
supplemented or supplanted in part by 
direct allocation of supplies. WPB’s new 
inventory control program will facilitate 
regional distribution, as well as cushion 
inflation. ODT’s regulation of shipments, 
too, is influential. In those fields in 
which it is employed, rationing, will be 
of vital importance in guaranteeing equi- 
table distribution. 

The price system, of course, is replete 
with problems of price differentials simi- 
lar in kind to the geographical ones, al- 
though they may not stand out in such 
clear perspective. It is the good fortune 
of geographical price differentials that 
third party transportation and handling 
(i.e. transfer) costs, sometimes even in 
peacetime, give them a reasonably ob- 
jective and known basis which may re- 
main fairly stable. Arbitrary producer 
price structures, of course, confuse this 
possible objectivity where such price 
policies are feasible and desirable from 
the point of view of industry. But sub- 
stitutionary relations between grades of 
a given commodity, as well as between 
commodities and between uses, must 
perpetually plague the price fixers with- 
out permanent solution in the highly 
dynamic environment of the war. Typi- 
cally there are no standard differentials 
between grades, qualities and substitutes 
that will hold a stable position. Time and 
again, since price administrators are not 
omniscient and cannot make continuous 
momentary adjustments, the solution 
must come through direct arbitrary al- 
locations, quota setting, and allocations 
rather than through price manipulations. 


16 It appears that much still remains to be done from 
the standpoint of curbing cross hauling. 
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An excellent but relatively simple il- 
lustration of the consequences of one 
type of substitutionary relations under 
price fixing occurred in the California 
grape, raisin and wine industry. Grapes 
may move into the fresh grape market, 
or into wine, or be dried into raisins on 
the ranch. The production of raisins was 
urgently demanded by WPB; but to ob- 
tain them it was necessary to issue an 
order compelling growers of the raisin- 
grape varieties to turn grapes into raisins. 
Since the price ceiling on raisins netted 
the growers less than could be obtained 
from sale in the fresh table grape market 
(in which there was no ceiling) or to 
wineries (after the wine ceiling was 
raised), the WPB order met with con- 
siderable resistance and created much 
illwill. 


Rationing 


It may be assumed that it is unneces- 
sary now to make a case for rationing 
essential cost-of-living products of which 
there are serious shortages. It may not 
be so clear however that general price 
fixing, a large reservoir of excess purchas- 
ing power, and a heavy diversion of pro- 
duction away from ordinary consumers’ 
goods, theoretically point towards the 
general rationing of consumers’ goods; 
or that rationing often is an alternative 
potential instrument for achieving war- 
time objectives instead of the means now 
employed. But space cannot be taken 
here to discuss either the full theoretical 
potentialities or the practical details of 
the various procedures that may be em- 
ployed. Discussion will be centered upon 
general aspects of the program to date in 
this country.!7 Because of lack of space 


" For a brief, excellent general discussion see the fol- 
lowing papers in the American Economic Review, vol. 
XXXII, Sept. 1942: W. W. — ‘Some Aspects of 
Price Control and Rationing”; W. Allen Wallis, “How 
to Ration Consumers’ Goods and Control Their Prices’’; 


the specific, successful programs will not 
be reviewed. 

At the final consumers’ level most 
goods will soon be scarce relative to dol- 
lar demands. Under such circumstances 
it is expecting too much of industry and 
trade to work out equitable voluntary 
rationing devices as has been attempted 
in many instances in recent weeks. For 
consumers’ goods direct or semi-con- 
trolled allocations will become increas- 
ingly necessary, as has been true of pro- 
ducers’ goods, operating supplies and 
labor. As the war proceeds, direct pro- 
cedures must replace or supplement 
peacetime price rationing, else black 
market operations will grow apace. 

But rationing is an irritating, complex, 
energy consuming and, if improperly 
handled, hazardous and morale destroy- 
ing business. Consequently it should 
normally be avoided so long as other 
better means are reasonably adequate for 
the purposes. It seems clear now, how- 
ever, that the small number of programs 
in effect to meet definite shortages is too 
limited. Developments have moved too 
rapidly; more so than apparently was 
foreseen by Washington, perhaps be- 
cause of the large cushion of reserve 
stocks which has been in process of rapid 
depletion and the absence of or difficul- 
ties of interpreting the evidence. It grows 
increasingly clear that we have moved 
too slowly. 

In this situation the trade and the 
public apparently are far ahead of Wash- 
ington. Wholesalers and retailers (let 
alone consumers) have for weeks com- 
plained of the weakness and unfairness 
of voluntary rationing. The public seems 
to have been receptive, not only pas- 
sively but to some extent actively. An 
unusual opportunity to build public 





R. E. Holben, “General Expenditure Rationing With 
Reference to the Kalecki Plan.” 
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morale may have been missed by the de- 
lays and the limited nature of rationing 
to date, for rationing gives all people a 
sense of participation in the war effort. 
Unfortunately, the limited rationing to 
date has suffered from such poor initial 
public relations as to obscure perhaps the 
large reservoir of public esprit de corps 
which could have been built by wider 
and soundly administered rationing. 

Just what happened is not clear. Obvi- 
ously, however, rationing has been hap- 
hazard and opportunistic instead of being 
carefully planned in advance so that it 
would integrate thoroughly into the total 
pattern and synchronize properly from 
a time standpoint. That is, rationing ap- 
pears to have been piecemeal and to 
have been put into effect under pressure 
to meet specific emergencies. It is easy, 
of course, for a sideline observer to note 
this now; beclouded vision was probably 
to be expected under Washington cir- 
cumstances and changing war exigencies. 
In gasoline rationing the need was un- 
fortunately concealed by rumors, some 
industry propaganda, and the ineffective 
handling of the synthetic rubber pro- 
gram. In coffee the conflicting reports 
and premature announcements had simi- 
lar consequences. In all cases the ple- 
thora of conflicting reports, rumors, and 
official and unofficial commentators’ 
opinions and judgments served not only 
to confuse the public but to arouse some 
amount of opposition. 

In retrospect it seems evident that 
leadership was weak and planning some- 
times confused, perhaps because of lack 
of centralized responsibility. The over- 
lapping jurisdictions in gasoline and tire 
rationing are a leading case in point; 
another was the food field until Mr. 
Wickard was appointed Food Adminis- 
trator. Mr. Henderson’s dual responsi- 
bility as head of both OPA and the Divi- 
sion of Civilian Supply, a unit of WPB, 


gave him a key, dual and proper responsi- 
bility since the instructions for rationing 
initiate with WPB (or the Food Ad- 
ministration) and are carried out by 
OPA. It may well be that the tardiness 
of the rationing program was one of 
Washington’s greatest blunders. If so, 
this is particularly unfortunate since we 
had the advantage of the prior British 
experience. 

How much may have been lost so far 
as the spirit of public cooperation is con- 
cerned should be known shortly, for the 
recently announced food rationing pro- 
gram will provide a true test. It appears 
at present that things may not go too 
well. The explanation that it was neces- 
sary to announce this program so far in 
advance of its execution because it will 
take these weeks to prepare the ration 
books, educate the staff and the trade, 
and set up the machinery does not carry 
full conviction. Because of the delay in 
planning, especially in putting point ra- 
tion books into the hands of consumers, 
conditions had apparently become so 
serious that it was felt necessary to take 
the long gamble that this prior announce- 
ment involved. This opinion is supported 
by the statement in the OPA’s Second 
Report, p. 68 “A new ration book was 
planned, designed to be adaptable to the 
rationing of any commodity, so that no 
delay would be experienced once ration- 
ing of a given commodity was deemed 
necessary.” Is it not the first principle 
of rationing durable goods that rationing 
should take place without warning? 
Would this not have been possible if the 
new point ration book had been prepared 
in time and if the administrative staffs 
and local War Price and Ration Boards 
had been trained in its general use? Is 
there any good reason why the local 
boards or public need be warned in ad- 
vance, once the flexible coupon book is in 
users’ hands and local boards and the 
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trade know how to employ it? But it 
must be admitted that the sudden an- 
nouncement of the food rationing pro- 
gram without careful preparation might 
have created such confusion as to make it 
the greater evil. 

It can only be hoped that the great 
faith in the American people expressed 
by Secretary Wickard, Mr. Davis and 
Mr. Henderson over the radio will be 
justified in fact. Unfortunately this is a 
situation in which a small selfish or re- 
calcitrant percentage of consumers, plus 
speculators looking forward to black 
market profits, can break the sytem un- 
less vigorous, effective penalties are 
promptly invoked. It is to be hoped, too, 
that there are adequate direct controls 
of producer, wholesale and retail stocks 
to guarantee that they will not leak out 
into consumer and speculative hoards. 
A potential compensating influence may 
be the gradual dishoarding of stocks 
held by consumers in the interim without 
loss of face as in the case of tires. Possibly 
this dishoarding is the prime reason for 
the advance announcement. 

The ration action itself, except for its 
possible premature announcement, is de- 
sirable if there is an actual or impending 
shortage of goods in general. It seems 
reasonable that such would be the situa- 
tion in view of the extra demands of 
Lend-Lease, of our own soldiers and 
sailors, those of our allies abroad, our 
moral obligations around the world, civil- 
lan population consumption increases in 
this country and production difficulties. 
Here truly is an area where the public 
should respond to forthright leadership; 
let up hope that action was not too long 
delayed or misdirected. For the essential 
standard of living items it seems emi- 
nently desirable that rationing consider- 
ably precede the state of actual user 
scarcity if there are marked hazards or 
other future contingencies that make 





conservation desirable.4® Possibly for 
most food products the shortages arise 
from government hoarding; i.e. the 
building of stockpiles for Lend-Lease and 
future contingencies. 


CONCLUSION 


During the war price control and ra- 
tioning may be reasonably effective when 
appraised in terms of their stated ob- 
jectives. But there is no guarantee on the 
basis of present conditions that such will 
be the case. The general policies pursued 
to this point and the trend of policy 
adaptations provide a foundation suf- 
ficiently secure on which to build if sound 
action is prompt, enforcement vigorous 
and cooperation and coordination in 
Washington is thorough. The chief direct 
threat to the success of the price control 
and rationing program is the inflationary 
gap. Unless Congress and the Treasury 
soon catch up in fiscal policy, then OPA 
may be merely making a desperate last 
stand. The situation is not hopeless now 
but could easily become so, particularly 
because violations of price schedules 
have become too widespread. 

At the moment OPA, especially in 
rationing, is the victim of most unfortu- 
nate public relations which are difficult 
to explain in view of the extraordinary 
public favor Mr. Henderson and his office 
originally enjoyed. Perhaps, strange as it 
may seem, Mr. Henderson was too well 
known to the public and hence, because 
of his prominence, became the scapegoat 
for less well publicized officials in other 
divisions for whose mistakes he was not 
responsible. Perhaps, too, the NRA 
crackdown approach employed initially 
had these consequences. In any event if 


18 “Economic statesmanship would suggest that it is 
much wiser to be too early than too late....” R. G. 
Gettell, in a forthcoming paper “Rationing: A Pragmat- 
ic Problem for Economists.” 
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at this transitional stage the Washington 
command becomes sufficiently unified 
to integrate and synchronize price con- 
trol and rationing properly with the 
general war controls, then there will be 
some grounds for optimism. The neces- 
sity for greater unity, courage and stabil- 
ity at the top in Washington cannot be 
overstressed. If the general economic 
controls are properly planned and co- 
ordinated, then OPA with a vigorous 
enforcement policy and an adequate 
staff should be able to carry its share of 
the load. 

It cannot be overemphasized, however, 
that the full responsibility is not OPA’s; 
the wartime economic controls are an 
organic unit, and cannot achieve their 
aims unless soundly correlated. 

But in order to build effectively upon 
the foundation already laid it is highly 
important that OPA: 

(1) Simplify procedures, regulations 
and also wherever possible (in coopera- 
tion with other war agencies) industrial 
and trade structures, methods and prac- 
tices; 

(2) Employ general as opposed to in- 
dividualized procedures in price control 
in the distributive channels, and in ra- 
tioning when feasible; 

(3) Expand rationing promptly over 
the entire array of staple, cost-of-living 
items, where serious shortages threaten 
or conservation is desirable; 

(4) Continue the process of decentrali- 
zation; 


(5) Move quickly and, when possible, 
in advance of the emergency. 

Finally, it should be reiterated, that 
these conclusions are derived from a 
selective review and do not encompass 
the entire field under OPA’s jurisdiction. 


Addendum, February 15, The rapid suc- 
cession of events since this paper was 
completed allow greater optimism con- 
cerning the immediate outlook. The sur- 
prise shoe ration order as well as the 
decision of rationing for recapped tires 
are good omens. The War Labor Board’s 
position against wage increases beyond 
the Little Steel formula except to adjust 
marked inequities, together with the new 
hour and manpower regulations may 
presage sound policies in these important 
areas. Director Byrnes’ public assertion 
of personal responsibility for price stabi- 
lization suggests that the basic economic 
controls are now becoming effectively 
centralized. 

J. K. Galbraith’s brief paper 
“Price Control: Some Lessons from the 
First Phase” has just become available. 
I regret that it arrived so late, for this 
review would have been strengthened 
at a number of points if it had been pos- 
sible to relate the discussion to Dr. 
Galbraith’s illuminating observations. 


Addendum, March 27 (at time of read- 
ing proof). The more recent reports are 
less favorable, since vigor and straight 
forwardness appear to be giving ground 
to vacillation. 
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THE OPA ECONOMY FOR VICTORY PROGRAM 


MERLE FAINSOD and WALTER THOMPSON 
Office of Price Administration 


Epiror’s Note: Mr. Fainsod, Director, OPA Services 
and Consumers’ Durable Goods Division, and Mr. Thomp- 
son of the same Division outline a program for reducing 
pressure on retail price ceilings. 


HE MAJOR responsibility for the ad- 

justment of retailing to wartime 
conditions rests upon retailers them- 
selves. A properly functioning system of 
distributing consumer goods is so impor- 
tant, however, that OPA is eager to fur- 
ther all measures which can serve to 
facilitate necessary management adjust- 
ments. The OPA Supplementary Order, 
which permits certain reductions in re- 
tailers’ services without a reduction in 
price, is an example of OPA activity in 
this direction. 


PRESSURES ON RETAILERS 


Before going into the order itself it 
may be desirable to review the scope and 
severity of some of the pressures exerted 
on retail merchandise in wartime. 

Decline in sales——The retailers’ de- 
cline in sales will become marked as we 
convert to an all out war economy. The 
production of civilian goods is bound to 
be sharply restricted. Equipment, ma- 
terials, power, resources, and labor will 
continue to be transferred from civilian 
to war purposes. As the volume of civil- 
lan goods declines, there is bound to be a 
corresponding decline in the volume of 
wholesale and retail trade. Aside from 
his difficulty in getting goods, the retailer 
is losing a substantial number of his 

“prime customers” to the armed forces. 
For the manufacturer, the problem of 
adjustment to the decline both of civilian 
goods and of civilian customers can often 
be resolved by his conversion to war in- 


dustry. Such a solution, however, is not 
open to many retailers. 

Increased Expenses.—As sales volume 
decreases, the cost per unit of sales will 
tend to increase. The expenses of retail- 
ing are too inflexible to move upward or 
downward currently with sales. Rent, 
administrative, and insurance costs, as 
well as other non-selling expenses, are on 
the whole fixed. Even so-called “vari- 
able” expenses, such as direct selling, 
advertising, delivery, and credit expenses 
are hard to adjust in exact proportion to 
sales. In a store doing a $40,000 annual 
sales volume where an employer and 
two clerks are employed, the elimination 
of one clerk means a one-third reduction 
in staff. A balanced adjustment of staff 
to sales will in most cases never occur. 

In addition to the inflexible nature of 
certain retailing costs, retail employers 
have had to meet wage increases. Retail 
store employees, as a group, have not 
been highly paid. While a recent De- 
partment of Commerce study of the 
Washington, D. C. grocery trade is not 
typical for the country as a whole, it 
discloses that sales clerks are being paid 
roughly 40% more than a year ago. For 
the country as a whole, the Bureau of 
Labor Statistics reports a 9% over-all 
increase in average retail earnings during 
the past three years. It is apparent, 
moreover, that the retailers’ predicament 
has just begun to be critical, and that 
he will feel the burden of his expense 
more heavily as the war continues. 


AVENUES OF RELIEF 


A combination of the pressures out- 
lined above, which spell vanishing profits 
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for many retailers, presents practical 
problems which must be viewed realis- 
tically. There are various possible courses 
which might be taken to relieve the situ- 
ation. 

Price increases —Under normal condi- 
tions, when retail margins are insufh- 
cient to cover expenses and a net profit, 
the retailer usually examines his retail 
price schedules for opportunities to in- 
crease his markups. He is denied this 
method of relief, however, under the 
General Maximum and other Maximum 
Price Regulations. Retailers as a group 
recognize the desirability of price con- 
trols. As a class, they have much to lose 
through uncontrolled price rises and their 
support of anti-inflationary moves on the 
part of the Government has been con- 
sistent and understanding. They ac- 
knowledge the fact that compensatory 
price increases for all cost increases can- 
not be the avenue of relief; therefore, 
their inability to exercise use of this form 
of relief is not a source of universal ir- 
ritation to the trade. 

Subsidies —In some industries, the 
impact of the General Maximum Price 
Regulation at the production, process- 
ing, and distribution levels has been so 
severe that had not special relief been 
granted, operations in those industries 
would have broken down, with conse- 
quent loss to the public of essential 
products and widespread dislocation of 
the national economy. Such situations 
obviously required immediate and spe- 
cial treatment. For example, relief has 
been granted by the Reconstruction 
Finance Corporation to facilitate the 
movement of coal and petroleum to 
points where such products are needed 
badly. 

Another instance was the purchase, by 
the Commodity Credit Corporation of 
New York City’s October supply of fluid 
milk, which was sold at a loss. Up to the 
present time, the subsidies granted by 


separate government agencies having 
funds for such use total a considerable 
amount of money introduced into the 
stream of distribution to cover increased 
costs and at the same time to prevent in- 
creased prices to consumers. In these 
cases the expense has become a charge 
on the taxpayer instead of on the con- 
sumer, and collection is made on the 
basis of personal income rather than on 
the amount of these products used by 
individuals. By such a method the cost 
is absorbed without raising retail prices 
and no fuel is added to the smoldering 
inflationary volcano. However, as an 
over-all remedy for wartime hardships, 
subsidies have not been favored by 
merchants, who greatly prefer working 
out the problem without accepting 
grants, and hence greater control, from 
Government. 

Special Price Orders—The Office of 
Price Administration has frequently 
adopted the policy of “rolling back the 
squeeze” by reducing wholesalers’ and 
manufacturers’ prices where serious hard- 
ship to retailers has been caused by the 
general price ceilings. Relief has also 
been given in the pricing of seasonal 
goods, for which March wholesale and 
retail prices were completely inapplicable 
to current market conditions and re- 
placement costs. In these and similar in- 
stances OPA has resorted to a control 
based on normal markups applied to 
higher basic prices at the source of pro- 
duction. In still other instances, control 
has been achieved by establishing a defi- 
nite dollar price ceiling for specified 
goods. 

Expense Reduction—The most prom- 
ising avenue of relief remaining to the 
retailer is in the field of expense reduc- 
tion, especially as regards many com- 
petitive practices developed during 
peace-time. With this in mind, a group 
of men in OPA and the Department of 
Commerce were assigned the job of study- 
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ing customer services with a view to 
reducing retail expenses. They were 
asked to present a series of recommenda- 
tions of ways by which OPA could assist 
stores to reduce their operating expenses 
by allowing the curtailment or elimina- 
tion of certain non-essential services 
without the necessity of lowering exist- 
ing retail ceiling prices. In making their 
recommendations, they were asked to 
keep in the forefront the wartime neces- 
sity of conserving manpower and vital 
materials, as well as affording retailers 
some relief from the effects of price ceil- 
ings. At an early stage in the proceedings, 
OPA sought the help of representatives 
of the trade. Among the first consultants 
brought in were representatives of de- 
partment, drug, food, and hardware 
stores. On September 29 and 30, the 
problem was placed before a conference 
of retail groups, and trade committees 
were appointed to prepare recommenda- 
tions for OPA. A series of special con- 
ferences were also arranged with small 
retailers in a number of small and medi- 
um-sized communities. From all these 
consultations, OPA received valuable ad- 
vice which has been used in formulating 
the program. 


THE SToRE SERVICES ORDER 


The Store Services Order as finally 
issued by OPA on November 24, 1942, 
differed in important particulars from 
the first proposals presented at the Sep- 
tember Conference. The original pro- 
posals called for a more rigid restriction 
of services, some on a mandatory basis 
and others on a permissive basis. Many 
retailers urged that the order be put 
entirely on a permissive basis, and that 
the responsibility for eliminating service 
frills be placed squarely on retailers 
themselves. Despite some doubts of the 
effectiveness of a purely permissive order 
on the part of some of the merchants 
whom OPA consulted, the order was is- 


sued in that form. It puts its main re- 
liance on the willingness of retailers to 
work together to reduce expenses, con- 
serve manpower, and save vital mate- 
rials. OPA has great hopes that such co- 
operation will be forthcoming, and that 
it will be unnecessary to take more 
stringent measures. 

Under the terms of the order many 
services can be curtailed or eliminated 
without the necessity of reducing exist- 
ing ceiling prices. In other instances, 
where curtailment or elimination of the 
service involves a reduction in the essen- 
tial value which consumers receive for 
their money, a comparable reduction in 
the price of merchandise is required. 

Some of the reductions in store serv- 
ices which can be effected without a re- 
duction in ceiling prices are: 

Deliveries—Deliveries which must be 
eliminated, changed, or curtailed so that 
the retailer can comply with any order 
of the Office of Defense Transportation 
will require no lowering of ceiling prices. 
Further, pending the issuance of any 
future ODT orders, retailers may cease 
to deliver reasonably carriable packages 
or reasonably curtail frequency of de- 
liveries without being required to make 
adjustments in their ceiling prices. Such 
curtailment may result in substantial 
savings to the retailer. 

Sales on Approval——The original pro- 
posal of OPA contemplated a complete 
prohibition of such sales but, as finally 
drafted, the order is permissive. Stores 
are encouraged to discontinue all sales 
of merchandise on an approval basis. 

Returned goods——The order permits 
curtailment of the returned goods privi- 
lege except where there is a legal obliga- 
tion on the retailer to accept the return 
of articles which were not as represented 
or are returnable for other reasons. 

Gift Wrapping and Packaging.— 
Stores are permitted to discontinue gift 
wrapping entirely if they wish to do so 





322 


THE JOURNAL OF MARKETING 





without reflecting comparable reductions 
in the price of their merchandise. How- 
ever, stores which did not previously 
charge for gift wrapping may not now 
institute charges. 

Lay-away or Will-call Privileges and 
Free Telephone Calls—These services 
may be curtailed, changed, or discon- 
tinued. 

Miscellaneous Services—In this cate- 
gory are services and conveniences sup- 
plied without relation to any specific 
sale or transaction, such as free parking, 
instruction classes, style shows, free con- 
certs, free refreshments, store decora- 
tions, etc. These services may be discon- 
tinued, but charges cannot be instituted 
for such services where they were for- 
merly rendered free. 

The next section of the order lists cer- 
tain services which cannot be curtailed or 
discontinued without comparable re- 
duction in price. Alteration or remodel- 
ing services fall within this class, as well 
as repair, maintenance, or installation 
services customarily sold with an article 
by way of guarantee, warranty, or other 
agreement. Stores which did not charge 
for alteration of men’s suits cannot in- 
stitute such charges now. Where short- 
ages prevent the provision of certain 
services, other services substantially fill- 
ing the same need may be substituted. 
Thus if stores which have formerly ren- 
dered a free pin-fitting service in connec- 
tion with the sale of ready-to-wear ap- 
parel find it necessary to discontinue 
such service because of the shortage of 
steel pins, they may substitute chalk 
markings where practicable as a substi- 
tute service to the customer. 


RECOMMENDED STANDARDS OF RETAIL 
PRACTICE 


Accompanying the order are certain 
“Standards of Retail Practice” and 
“Wartime Management Policies” which 


are recommended for the consideration 
of the store management. It is desirable 
to call particular attention to the recom- 
mended “Standards of Retail Practice.” 

In the interests of business economy 
and conservation of material and labor, 
it is recommended that Standards of 
Retail Practice be adopted by retailers, 
as follows: 


I. Sales on approval 


Require that all goods leaving the 
store be paid for in cash or charge 
them to the customer’s account. Do 
not deliver apparel or house furnish- 
ings to a customer in excess of 
known or declared wants (for in- 
stance, four dresses or coats ‘on ap- 
proval’ when only one is wanted). 


Il. Returned goods and exchanges 


A. Except for merchandise which 
has been damaged, is imperfect, 
or has been delivered in error, do 
not accept for cash, credit, or ex- 
change any merchandise which 
has been: 

1. Made to order or specifically 
ordered for the customer; 

. Specifically ordered for a cus- 
tomer from a retail supplier; 

. Altered to the customer’s 
order; 

. Altered by the customer, or, 
at his order, by a person 
other than the retailer; 

. Changed from the condition 
in which it was received by 
the retailer, such as cut from 
a bolt of cloth; 

. Advertised, offered for sale, 
or sold upon an ‘as is’ or “all 
sales final’ basis; 

. Purchased by the customer 
from some other retailer; or 

. Which shows signs of wear, 
soiling, or use, or otherwise 
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is not in the same condition 
as when purchased. 

B. Accept gifts for exchange only 
when the request for return is 
received within 6 business days 
after the occasion for the gift. 

. Accept no other merchandise 
for cash, credit, or exchange un- 
less the customer makes a re- 
quest for the return within 6 
business days after the customer 
has received his purchase, ex- 
cept where: 


1. Supplies, fixtures, appliances, 
or materials have been over- 
ordered or ordered by a cus- 
mer through a reasonable er- 
ror in his estimates or meas- 
urements and are returned in 
sufficient quantity and fit 
condition for resale. Exam- 
ples are wallpaper, paint, 
building materials, etc. 

. Articles are not as _ repre- 
sented by the retailer or as 
ordered by the customer or 
are otherwise returnable under 
the laws of the controlling 
jurisdiction. 

. Circumstances intervene be- 
yond the control of the cus- 
tomer—such as physical dis- 
ability, unavoidable absence, 
failure of transportation or 
other causes resulting from 
the war. 


Ill. Gift Wrapping 


Cease supplying gift or fancy wrap- 
pings or boxes, except that wrap- 
pings already on hand for the 1942 
Christmas season may be used up. 
After January 1, 1943, discontinue 
all special or extra wrappings or 
boxes except where the cost is no 
higher than regular wrappings. 


IV. ‘Lay-aways’ and ‘Will calls’ 
Require a minimum down payment 
of $1 or 10% (whichever is larger) 
of the purchase price on articles 
‘laid away’ for customers. Impose 
such other limitations as may be 
needed to prevent abuse of the ‘lay- 
away’ privilege for consumer hoard- 
ing. 

V. Free telephone service 


Cease the practice of absorbing 
charges on incoming telephone toll 
calls. 


. Special promotional expenditures 


Reduce by at least 50% of similar 
expenditures during 1941, the cost 
of purely promotional devices, ex- 
amples, being holiday decorations, 
style shows, exhibitions, etc. 


The adoption of these standards by 
retail stores is voluntary. Stores may 
adopt all or some of them as they see fit. 
Since these standards are sponsored by 
OPA, stores are free to explain to their 
customer that the restrictions imposed 
are made “at the recommendation of the 
Government in the interest of war econ- 
omy.” Stores that have put such stand- 
ards into effect report important sav- 
ings in operating costs and complete 
customer cooperation. 


Retalit REACTION TO THE ECONOMY 
PROGRAM 


In the short period since the issuance 
of the Store Services Order, the Office of 
Price Administration has been encour- 
aged in its belief that its Economy Pro- 
gram can be of great benefit to re- 
tailers—first, by the evidence of test 
campaigns in certain cities and, second, 
by the response from retailers in all sec- 
tions of the country. 

Many communities have reported that 
committees of businessmen are seriously 
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studying the Order, and that plans for 
local clinics are under way. Retail asso- 
ciations have written that they were 
sending bulletins to their members and 
urging them to join with other businesses 
in their communities so that their inter- 
ests might receive proper consideration. 

The trade press, like the trade associ- 
ations, has cooperated generously and 
effectively in carrying information about 
the Economy Program. Merchants all 
over the country have used their news- 
paper advertising space to inform cus- 
tomers of the provisions for curtailing 
services. In many cases, such as New 
Orleans and Washington, certain econ- 
omies were immediately put into effect. 
In Washington, immediately following 
the announcement of the OPA Store 
Services Order, leading Washington de- 
partment stores placed into effect certain 
delivery restrictions based on weight and 
size which went far beyond existing ODT 
regulations. Washington stores were in 
the midst of holiday selling of unprece- 
dented volume to a greatly increased 
population. They reported remarkable 
savings as a result of their new delivery 
restrictions. In December, 1942, one 
prominent Washington store reported a 


reduction of 76% in the number of 
packages delivered and a reduction of 
74% in the number of stops, as compared 
with December 1941. Package mileage 
was reduced 58.4%. Seventy-seven 
trucks were on the streets in December 
1941; in December 1942, that number 
was reduced to 25. There was a compara- 
ble reduction of internal delivery expense 
and personnel. 

As merchants have further studied the 
order, interest and cooperation have 
been the rule rather than the exception. 
It is, of course, among the Recommended 
Management Policies that the greatest 
scope for economies exists. Many of the 
suggestions contained in the Order are 
being given consideration by numerous 
trade groups and individual stores, in 
particular the possible extensions of 
self-service, adjustment of store hours, 
and economical use of personnel. It is the 
hope of OPA that by giving impetus and 
assistance to retailers to economize, it 
will experience the satisfaction both of 
giving genuine relief and of minimizing 
pressure on price ceilings—with the end 
result that the Store Services Order will 
be an important step in our fight against 
inflation. 
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WAR AND POST-WAR PLANNING: 
INTRODUCTION 


ROSS M. CUNNINGHAM 


Massachusetts Institute of Technology 
Chairman, 4.M.A. Committee on Planning in Marketing, 1942 


HE THREE papers below treat of the 

marketing point of view in national 
planning, in planning for the individual 
company, and in planning for the com- 
munity. This approach to the important 
problems of war and post-war planning 
represents an evolution in the thinking 
of the Committee on Planning in Mar- 
keting over the several months of 1942 
since its appointment early in that year 
by Vergil D. Reed, then President of the 
American Marketing Association. The 
Committee personnel included: Wroe 
Alderson, Donald R. G. Cowan, Howard 
T. Hovde, Arthur C. Nielsen, Victor H. 
Pelz, and Arthur R. Upgren. 

At the initial meeting of this group it 
became evident that our first job was 
that of self education in thinking through 
and agreeing upon some of the basic 
issues in so-called post-war planning. 
The literature was expanding rapidly 
and agencies of many types were actively 
professing an interest in the subject. 

As our work continued, we found a 
common ground for agreement in the 
concept that post-war p!anning is simply 
another name for long range planning, 
whether carried on by business or by 
government. We felt, furthermore, that 
such planning should include active 
preparations now whenever such prep- 
arations could be undertaken without in- 
terfering with the war effort. Thus, post- 
war planning for a business concern 
would not differ fundamentally from the 
type of long range planning in sales, 
production, research, finance, and other 
business activities which has been prac- 


ticed in a number of well-managed com- 
panies. War-time limitations of person- 
nel and finances and uncertainties in 
various key factors make the planning 
task very difficult, but do not change its 
nature. 

It seemed to us that a potentially 
powerful force leading management to 
organize for adequate attention for long 
range planning was the growing recog- 
nition of the responsibility of business in 
providing a high level of employment in 
the post-war years and the probable un- 
desirable consequences to the free en- 
terprise system of failure to discharge 
this responsibility. The Committee for 
Economic Development promises to per- 
form a very real service in awakening 
business management to this responsi- 
bility and in providing guides for con- 
structive action. It may well be that the 
post-war planning movement is the 
emergence of a real planning function 
throughout American industry. 

In developing the three papers which 
follow we felt that attention should be 
given to the complexities and interde- 
pendencies of the relationships between 
industry and government and the impor- 
tant part which they play in long range 
planning. To be effective, long range 
planning must permeate the entire eco- 
nomic and social fabric. These papers 
emphasize the marketing implications of 
planning at the national level, at the 
company and industry level, and at the 
community level. 

In the first paper Wroe Alderson, now 
Vice-President of the American Market- 
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ing Association and on the staff of the 
Board of Economic Warfare, points out 
some fundamental dilemmas in the rela- 
tionship of government to business in a 
free enterprise economy and suggests 
some possible means of solving these 
problems. 

S. Morris Livingston, author of the 
second paper, is Chief of the National 
Economics Unit of the Department of 
Commerce. He points out in his analysis 
some of the basic problems facing indus- 
try and individual companies in planning 
effectively for the future. In addition, he 
indicates the place which marketing 
skills will occupy if we as marketing men 
have the understanding and vision to see 


our opportunities. 

Finally, there is a most interesting 
analysis of what might be called a “grass 
roots” planning movement which prom- 
ises to be extremely important for busi- 
ness and government. This is planning 
at the community level and reflects Dr. 
Hovde’s experience over the past year 
as consultant to the Bureau of Foreign 
and Domestic Commerce in developing 
and applying the Small Town Manual. 
Dr. Hovde has had a long and varied 
experience in marketing research and the 
teaching of marketing at the University 
of Pennsylvania and is a Past President 
of the American Marketing Association. 


THE MARKETING VIEWPOINT IN NATIONAL 
ECONOMIC PLANNING 


WROE ALDERSON 
Formerly Curtis Publishing Company* 


OSTWAR planning offers some major 
i ecelise and responsibilities for 
the marketing profession. Market re- 
search developed as a first approach to 
planning i in the business world. Market- 
ing men in increasing numbers are engag- 
ing in postwar planning in three broad 
areas, namely, 


Community and regional planning 

Planning for the individual enterprise 

National planning by government 
agencies. 


Of the three, community and regional 
planning has behind it the longest record 
of experience and achievement. The mar- 
keting man approaches planning for the 
community or region in terms of promot- 
ing balance and stability in its economic 


* Wroe Alderson is now employed as Economic Ad- 
visor to the Office of Exports, Board of Economic War- 
fare. This paper was prepared before entering this 
position and does not reflect Board policy. 


life. A host of new planning problems 
have been created in communities thrown 
out of balance by the strains of the war 
program. In every section of the United 
States, in Latin-America, and elsewhere 
in the world, there is growing concern as 
to what community life will be like when 
the war is over. The marketing viewpoint 
can assist each community in playing its 
part now and in moving toward adequate 
markets for its products and a richer 
pattern of life when the war is over. 
Planning for the individual enterprise 
is planning for growth and change. The 
most essential form of economic freedom 
is the freedom to plan. The business 
planner visualizes a future course of op- 
erations and recommends the use of re- 
sources and the investment in plant and 
goodwill which may bring these goals to 
realization. Free competition is at its 
best when business enterprise diaplays 4 
restless initiative which is never satis- 
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fied with last year’s accomplishments. 
The enterpriser can move with greater 
assurance in anticipating the future 
where the potentialities are accurately 
plotted for him by a planner such as the 
market analyst. The marketing man is 
trained for teamwork with the enterpris- 
ing executive. He shares some of the 
spirit of the enterpriser, realizing that 
markets are not only to be discovered 
and measured but are also to be created. 

The marketing viewpoint is greatly 
needed in national economic planning by 
government agencies. It is beginning to 
be represented there by some of the 
leaders of the marketing profession. Gov- 
ernment planning in a democracy must 
proceed in terms of the reconciliation of 
interests that will maximize the general 
welfare. Constructive solutions will not 
be one-sided victories for either party to 
an issue Or mere compromises between 
opposing plans. The essential function of 
a social plan either of broad or narrow 
scope is to provide a bridge across a con- 
tested issue that might otherwise even- 
tuate in social conflict. 

The supreme issue of postwar planning 
by the Federal government is at bottom 
a marketing issue. That is the problem of 
how a greater degree of consumer repre- 
sentation can be brought into the market- 
ing process without surrendering the 
advantages which have arisen from the 
initiative exercised by the seller. Market- 
ingmen, with an intimate knowledge of 
consumer markets and of such expressions 
of the seller’s initiative as sales manage- 
ment, advertising, and market research, 
are especially equipped to contribute to a 
constructive solution. 


THREE Major Issues 


The general issue of the initiative of 
the seller in market organization versus 
increased consumer representation can 
be conveniently reviewed by considering 


the answers to three questions, as fol- 
lows: 

How can the seller be left free to 
change the specifications of his product 
in order to give the consumer more and 
more value for his money and at the 
same time enforce minimum grades and 
standards to protect the consumer from 
fraud or inefficiency? 

How can the seller be left free to use 
every effective appeal that will promote 
a higher standard of living without in- 
ducing many families to over-extend 
themselves to the verge of economic dis- 
aster? 

How can the individual seller be left 
free to provide the utmost in service and 
luxury to meet refinements of consumer 
taste and yet provide within the eco- 
nomic system a measure of security for 
every family with respect to basic essen- 
tials? 

A possible approach to the solution of 
each of these questions will be proposed 
after a brief analysis of the difficulties of 
reconciliation. So much is at stake on 
each of these questions that neither side 
can afford a sweeping victory over the 
other. Marketing men should be suf- 
ficiently objective to work for a feasible 
operating plan in each case rather than 
lining up as partisans on what might be- 
come bitterly contested issues of social 
conflict. 


Propuct CHANGES VERSUS 
STANDARDS 


First is the problem of how products 
may be left free to vary and, at the same 
time, make use of standards to facilitate 
consumer judgments. Variation is essen- 
tial to growth and change. Darwin re- 
duced biological evolution to free varia- 
tion and natural selection. In the same 
way a constantly evolving material 
standard of living rests squarely upon 
free variation and the determination of 
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survival by consumer selection. Surviv- 
ing product variations today represent 
only a tiny fraction of all those which 
have been submitted to the test of con- 
sumer acceptance since the turn of the 
century. 

The existing standard of living in the 
United States could not have been 
created from a blueprint any more than 
the animal species which inhabit the con- 
tinent could have been designed and 
created overnight. The individual con- 
sumer can not function as inventor, art- 
ist, and engineer to design all of the 
many new products he typically has a 
chance to choose or reject in any one 
year. Seller’s initiative in marketing al- 
lows for progressive improvement in 
products through step by step changes. 

The primary problem of consumer 
representation in this area is that of rul- 
ing out product variations which consti- 
tute fraudulent deterioration of quality. 
Other variations may unnecessarily con- 
fuse consumer judgments even though 
they do not represent wilful deception. 
Procedures are needed which will ac- 
complish these ends without impeding 
progress—which will protect the prevail- 
ing standard of living without attempt- 
ing to freeze it. Government specifica- 
tions, whether established to guide its 
own buying, or that of consumers are 
notoriously slow to change. They do not 
always give adequate recognition to the 
product qualities most desired by con- 
sumers themselves. 

The plan which will bridge this appar- 
ent conflict must be built on an acute 
analysis of marketing facts. Particularly 
it is important to observe how consumer 
choice operates in a free market. Ideally 
the consumer about to buy a product in a 
given classification should be offered a 
choice among stable identities differing 
perceptibly and significantly from each 
other. The scientific approach to this 


problem will place less emphasis on 
the names that identities are to be 
given such as grades A, B, and C as 
against fancy choice and standard. It 
will place more emphasis on the extent 
to which a stable character can be main- 
tained behind any given identity. Ob- 
viously stable identity is of a different 
order from one product group to another. 
It could never be made to mean the same 
kind of thing for fancy canned peas, a 
vintage wine, a best-selling novel, or 
next year’s model of a standard make of 
automobile. 

Even more serious, perhaps, than the 
lack of uniformity 1 in products of a given 
identity is the suppression of significant 
variations or undue delay in their pres- 
entation to the public. Too often busi- 
ness men prefer the safe course of imitat- 
ing a successful product rather than tak- 
ing the constructive risk of offering one 
that is perceptibly different. Large con- 
cerns have frequently been charged with 
buying up patents which might offer se- 
rious competition. The failure to promote 
a new product aggressively may be as 
effective as its actual suppression in 
keeping the majority of consumers from 
learning about it. 

The essential economic function of ad- 
vertising is to organize competition 
among products which differ significantly 
just as the commodity exchange organ- 
izes competition among products that 
are assumed to be identical. The means 
for getting more perfect competition 
among differentiated consumer products 
may lie in the direction of establishing 
semi-official public agencies each serving 
as a sort of rules committee for a given 
product classification. Such an agency 
might publicize the minimum specifica- 
tions for a serviceable product of that 
class. It might permit the use of its seal 
by producers meeting those minimum 
standards. It might indicate the direc- 
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tion in which product improvement was 
currently needed and offer annual awards 
for firms making the greatest contribu- 
tions in that direction. It might sponsor 
periodical simplification programs for the 
elimination of unnecessary variations or 
conflicting terminology. 

Such an agency should provide for rep- 
resentation of producers, trade buyers, 
and consumers. Preferably the agency 
should be set up outside the structure 
of the government to leave it more 
flexible for adjustment to changing 
conditions and to permit more direct in- 
tegration with the normal processes of 
buying and selling. Ex officio member- 
ship might be given to representatives of 
various professional groups so as to pro- 
vide competent technical advice from 
specialists in home economics, market 
analysis, and advertising. 


EFFECTIVE ADVERTISING VERSUS 
HicH Pressure SELLING 


The second major problem is how to 
get full value out of products and ad- 
vertising appeals as incentives, and at 
the same time avoid the risks of business 
recession or individual disaster to which 
high pressure selling undoubtedly con- 
tributes. A high standard of living can 
only spring from high productivity. Sales 
pressure undoubtedly helps create the 
desires which serve as incentives to ef- 
fort. It is the incentive-creating feature 
of advertising which justifies the license 
of “industrial poetry” as one eminent 
economist has called the more imagina- 
tive aspect of advertising copy. No in- 
jury results if the consumer who responds 
to these appeals is financially able to 
make the purchase. 

Too frequently consumers are induced 
to make commitments beyond their ca- 
pacity to pay. If a large enough number 
make commitments simultaneously and 
then are obliged to cancel them, it may 


interrupt the productive process as well 
as embarassing the individual consumer. 
Over-expansion of instalment credit is 
generally recognized to have been a sig- 
nificant factor in cyclical fluctuations. 
The regulation of instalment sales and 
other aspects of consumer credit has pro- 
vided a partial remedy. The real diffi- 
culty lies much deeper and involves the 
peculiar nature of the markets for the 
consumer durable goods which are chiefly 
involved in credit purchases. 

The fact that durable and non-durable 
consumer goods exhibit quite different 
market behavior first received organized 
attention from economists in the years 
beginning with the Great Depression. It 
was pointed out that non-durable prod- 
ucts such as food made their adjustment 
to business recession by reduction in 
price, while the adjustment on durable 
goods was made by reduction in volume. 
It was argued that this difference could 
be eliminated by persuading the sellers 
of durable goods to adopt a flexible price 
policy. Statistical studies were made 
tending to show a direct relation be- 
tween inflexible prices and the degree of 
concentration in each industry. More 
comprehensive studies later indicated 
that there was little or no connection 
with degree of concentration but that 
flexibility of prices depends on the nature 
of the product. Actually the market for 
most consumer durable goods tends to 
dry up and disappear under certain con- 
ditions. Thus no amount of price reduc- 
tion can in itself revive demand. A fam- 
ily might easily be in a position where it 
could not afford to accept an automobile 
as a gift since it could not afford to op- 
erate it. 

The factor of operating cost of a home, 
a car, or an appliance is the key to the 
peculiar market behavior of such prod- 
ucts. The demand for consumer durable 
goods has a tendency to devour itself 
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since the purchase of such a product 
means commitment to the continuous 
burden of operating expenses. Thus a 
family having bought one such item will 
not be able to make a similar purchase 
in the same length of time unless the 
family income increases or the expendi- 
ture for non-durable goods is cut by 
enough to offset the operating burden 
which has been established. If consumers 
generally get started simultaneously on 
a new upsurge of durable goods buying, 
the inevitable result is that the market 
as a whole becomes temporarily over-ex- 
tended and it is impossible to maintain 
the same initial rate of sales. Thus sellers 
of durable goods who have been criti- 
cized for not reducing prices to stimulate 
demand might better have been criti- 
cized for not raising prices to limit de- 
mand on the upswing. 

It is doubtful whether price policy 
alone can control the cyclical element in 
durable goods demand. More hopeful is 
the possibility of developing some device 
for staggering demand in order to main- 
tain a steady flow of production and 
sales. There is, of course, the further 
need for promoting better budgeting to 
keep the individual family out of trouble. 
The more crucial problem, however, is 
that of guarding against the periodic 
over-expansion which helps to create 
boom and depression. 

A very promising line of development 
is represented by the so-called Nugent 
Plan, or instalment sales for postwar de- 
livery. The proposal is that prospective 
purchasers make commitments now for 
the purchase of goods to be delivered 
after the war and begin to make regular 
payments on these purchases. The pur- 
chaser making such a commitment would 
be granted a priority which would enable 
him to be among the first to be served 
when production was resumed after the 
war. This device might also provide the 


means of smoothing the rate of flow by 
limiting deliveries in any one month. If 
consumers were obliged to enter a wait- 
ing list some months ahead of the possi- 
ble date of delivery it would provide the 
information requisite to scheduling. This 
backlog of firm orders on a priority list 
would provide a constant cushion against 
recession. It would undoubtedly permit 
very considerable economies in produc- 
tion. It would provide a partial safe- 
guard against undue economic hazard 
for the individual family because of the 
advance accumulation of a considerable 
part of the purchase price. 

The object here is not to offer a fin- 
ished plan but to illustrate a type of ap- 
proach. Many might object to such a 
plan as an unwarranted interference with 
the freedom of the consumer or with the 
usual methods of selling consumer du- 
rable goods. Actually it would preserve ef- 
fective consumer choice by restraining 
the consumer from limiting his own free- 
dom through premature commitment of 
income. It certainly would not take away 
from business the opportunity for aggres- 
sive selling but would break the indi- 
vidual sale into more manageable sec- 
tions. General promotion such as adver- 
tising might be appropriate in securing 
the first commitment and personal sell- 
ing in turning the application for a pri- 
ority into a completed sale of a given 
make and model. 


Luxury Versus EssENTIAL PRODUCTS 


The third issue to be discussed is 
whether the seller can be left free to 
cater to high-level consumption and be 
limited only by the willingness of people 
with money to buy, without increasing 
the risk that large sections of the popu- 
lation will be unable to get the bare ne- 
cessities of life. The movement for a 
broader social security plan is paralleled 
by demands for further tax increases in 
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the upper income brackets and other 
proposals which would limit high-level 
consumption. Questions of social and 
fiscal policy are involved which go be- 
yond marketing considerations, such as 
the question of how the cost of social 
security is to be borne. The marketing 
viewpoint should be represented, how- 
ever, in developing the security program. 
It has something to contribute concern- 
ing the relation of high-level consump- 
tion to maximum total consumption and 
concerning the type of security plan 
which will be least disturbing to the nor- 
mal processes of the free market. 

Economists have argued that income 
differentials are unavoidable if the total 
income is to be maximized. The market- 
ing man has found that differential con- 
sumption plays an important part in 
maximizing total consumption. The up- 
per income group provides a sort of 
proving ground for new products which 
are placed on the market. The first au- 
tomobiles were quite out of reach for 
families of moderate income. They were 
purchased by people of high income who 
had a particularly keen interest in this 
new mode of transportation. By obtain- 
ing a sufficient amount of sales at this 
level, producers were able to prepare for 
mass production at much lower price 
levels. Automobiles could never have 
been introduced except by means of gov- 
ernment subsidy if all families received 
the average family income so that none 
could afford to take a chance on the new 
product. 

The prosperous consumer has a chance 
to develop refinements of taste and judg- 
ment in the fields of his special interest. 
Thus he guides the development of style 
and product improvements and in a very 
real sense pioneers demand for the whole 
body of consumers. His function is to in- 
fluence the direction that product devel- 
opment will take as well as subsidizing 


it in the early stages. These considera- 
tions apply only to products which may 
eventually be suitable for the mass mar- 
ket. The most discriminating judge of 
old masters or palatial yachts could 
scarcely be viewed as pioneering demand 
on behalf of the masses. 

The social security plan which leaves 
the fullest scope for choice in the free 
market is obviously one which provides 
a minimum of purchasing power rather 
than one based on the subsidized distri- 
bution of products deemed essential. In 
the future principal reliance will no doubt 
be placed upon a financial security pro- 
gram rather than upon the relief distri- 
bution of goods. Such a program mini- 
mizes the interference with the normal 
structure of incentives which keep the 
economy moving. There is need, how- 
ever, of a more thorough exploration of 
the question of economic motives. A 
government which provides its citizens 
with social security might also under- 
take a definite program for providing 
social incentives. Various honors and 
privileges might be devised for workers 
retiring because of age or permanent dis- 
ability. People strive for prestige as well 
as material gain. A vigorous educational 
effort might be undertaken to change the 
prevailing attitude toward manual toil. 
Thus the retired worker might be made 
to feel that through his work he had won 
an honored place in the eyes of his chil- 
dren and of his community. 

Unemployment insurance might be 
similarly coupled with a continuous re- 
training program. The individual who 
was let out might receive instruction 
that would help him in holding on to the 
same kind of job next time. He might be 
selected for retraining if a general shift in 
employments opportunities was indi- 
cated. Obviously a new public attitude 
toward adult education is needed. While 
there have been interesting developments 
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they do not yet represent a recognition 
that every individual needs to keep on 
learning in order to stay abreast of the 
swiftly changing times. Under that con- 
ception an unemployed worker might be 
considered as one who was fortunately 
able to be spared from his job in order 
to undertake a brief but intensive course 
of retraining. 


Necessity OF MARKETING VIEWPOINT 


The marketing viewpoint is needed in 
these phases of government planning. In 
each of the areas discussed, it will take 


an intimate knowledge of economic be- 
havior in a free market to meet the dan- 
gers of social conflict. Successful attack 
upon these problems will make it possi- 
ble for communities and individual en- 
terprises to plan successfully. The pres- 
ervation of the values inherent in free 
enterprise and a rebirth of community 
life are worthy goals for national eco- 
nomic planning. Government policy 
should undertake to provide the setting 
in which both the community and the 
enterprise can find their fullest and most 
constructive realization. 


THE MARKETING VIEWPOINT IN PLANNING FOR 
THE BUSINESS ENTERPRISE 


S. MORRIS LIVINGSTON 


Bureau of Foreign and Domestic Commerce 


HE MAINTENANCE Of a high level of 

productive employment after the 
war is essentially a marketing problem. 
The war is demonstrating the vast pro- 
ductive capacity of this country when the 
demand exists. The national output has 
reached a level which few people believed 
was possible three years ago. Stimulated 
by war demands a decade of technological 
development has been crowded into a 
few months, thus giving promise of fur- 
ther increases in efficiency when these 
developments are fully utilized for civil- 
ian production. There remains the job of 
distributing this large output in peace- 
time. 
» This job is largely the responsibility of 
business enterprise, both individually 
and as a whole. The Federal Government 
now constitutes the market for half of 
the nation’s output of goods and services. 
Such public works planning as is now 
visualized will not account for more than 





a fraction of the gap when this large vol- 
ume of war expenditures is no longer 
necessary. 

There is much that the Federal Gov- 
ernment can do to facilitate this plan- 
ning by business, and to create a more 
favorable environment for the produc- 
tion and distribution of more goods for 
more people at less cost. In large part, 
however, the planning must be done by 
those who have a detailed knowledge of 
the problems and possibilities of a par- 
ticular enterprise. 

This planning will be most successful 
if business will set its sights on a common 
goal of postwar opportunity. 

From the national viewpoint the post- 
war goal might be variously described. 
It should be an economy of opportunity, 
as well as of abundance. It should pro- 
vide for security, but in such a way 4s 
to strengthen the incentives to individual 
initiative and expand opportunities for 
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business enterprise. Other characteris- 
tics might be included. 

For the market analyst, however, the 
important point is that none of these 
things is possible unless we can provide 
productive jobs for the vast majority of 
those seeking employment; and that in 
providing these jobs the volume of pro- 
duction would go so far above any pre- 
war level that special methods may be re- 
quired to appraise its effect on the indi- 
vidual business. 


PoTENTIAL PosTwAR PRODUCTIVE 
CAPACITY 


We turned out more goods and serv- 
ices in 1940 than in any previous year. 
Yet of total available manpower (includ- 
ing only those civilians able and willing 
to work) only forty-six million were em- 
ployed and nine million were unem- 
ployed. This compares with only one and 
one-half million unemployed at the end 
of 1942. In addition millions of those em- 
ployed in 1940 were eking out an exist- 
ence on submarginal farms and other 
equally unproductive jobs. 

By 1946 another four million persons 
will have been added to the total seeking 
employment. Assuming that most of the 
women and other additional war workers 
will not want to work after the war, that 
there will be almost two million in the 
armed forces as against less than half 
a million before the war, and that two 
millions of unemployed is a practical 
minimum, the potential increase in ci- 
villian employment between 1940 and 
1946 is almost ten million jobs. The nor- 
mal growth in population will add about 
half a million persons to the labor force 
in each subsequent year. 

Of equal importance in measuring the 
capacity of the labor force is a continua- 
tion of the past trend toward increased 
Output per man-hour. This results partly 
from technological developments and 





partly from the shift out of less produc- 
tive to more productive jobs. 

For the twelve year period, 1929 to 
1941, this increase in efficiency can be 
measured by relating the gross national 
product in constant dollars to the total 
man-hours of employment. It averaged 
about two and one-half per cent per year 
compounded or thirty-four per cent for 
the twelve years. There is ample evi- 
dence of about the same rate of gain 
during the preceding thirty years. It is 
likely to be accelerated rather than re- 
tarded by the war. 

By combining the increase in the labor 
force with the increase in output per 
man-hour, and assuming people will 
want to work the same hours as in 1940, 
the potential capacity of the labor force 
in 1946 is almost fifty per cent greater 
than the total output in 1940. The dollar 
value of that output will depend on 
prices at that time. In 1942 prices the 
potential gross national product would 
be around 165 billion dollars as against 
97 billion dollars in 1940. 

This potential is not a forecast of the 
postwar volume of business. It will be 
difficult to utilize the full capacity of our 
labor force because of various malad- 
justments left by the war. In discounting 
this 165 billion dollars, business might 
find the following guide useful. If we 
make the gratuitous assumption that 
there will be no part-time employment 
or other alternatives, then every three 
billion dollars by which we fall short of 
capacity means one million more unem- 
ployed. Thus at 140 billion dollars of 
gross national product one person out of 
every five seeking work would be unem- 
ployed. 


Post War DEMAND 


In the aggregate there will be ample 
demand for this capacity production for 
at least several years after the war. 
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A gross national product which falls 
somewhat below 165 billion dollars would 
provide individual consumers with in- 
come which, after savings and taxes, 
would buy over 100 billion dollars worth 
of goods and services. This compares 
with 66 billion dollars spent by individual 
consumers in 1940. Judging by past re- 
lationships the increases over 1940 would 
range from over forty per cent for a 
broad group of services to over eighty 
per cent for consumers’ durable goods. 

The increase in the demand for non- 
durable goods and services is a natural 
result of an increase in consumers’ in- 
come. The much larger increase in con- 
sumers’ durable goods would result 
partly from the desire to reach a higher 
standard of living in terms of such things 
as more automobiles on the road and 
more electrical appliances in the home. 
There are also the existing automobiles 
and appliances which are wearing out 
and which cannot be replaced during the 
war. 

To cite one example: there were about 
28 million passenger cars on the road at 
the end of 1941. If the war lasts for an- 
other eighteen months we will not pro- 
duce cars in any quantity before 1945. 
By that time the normal mortality would 
reduce this inventory to less than 20 mil- 
lion cars. By the end of another two years 
it would be less than 16 million. The 
other eight or thirteen million might not 
actually be scrapped because of the im- 
possibility of getting replacements. Also 
they may be in slightly better condition 
because for the last two or three years of 
their life they have been driven fewer 
miles than they would have been driven 
if there had been no war. Nevertheless, 
they will be candidates for replacement 
as soon as new cars are available. 

Judging by past relationships the in- 
comes which go with 165 billion dollars 


of gross national product would create a 
demand for almost 34 million cars on the 
road in 1945. To build up to this level, 
at the same time taking care of current 
replacements, would require an output 
of over six million cars a year for about 
four years. This equals the peak rate 
reached momentarily in April, 1937, in- 
cluding production for exports. 

For other items of about the same du- 
rability the accumulated demand at the 
end of the war will be of the same order 
of magnitude. In semi-durable goods it 
is likely to be satisfied more quickly. In 
housing the resulting boom might last a 
full decade. 

In addition to these foreseeable re- 
quirements, which go with the main- 
tenance of a high level of production and 
income after the war, a number of new 
industries will tend to maintain a high 
level of gross national product for a 
longer period after the war than would 
otherwise be possible. The relative im- 
portance of these industries is not yet 
clear. There is every reason to expect, 
however, that the immediate postwar 
period will generate forces of expansion 
comparable to those which influenced 
business volume for the eleven years 
after World War I. 

To supplement the high incomes which 
will exist at the end of the war, and to 
offset any deflationary tendencies as the 
result of reconversion difficulties, there 
is the enormous accumulation of savings 
forced by the war. In 1942 individual 
consumers received in excess of 25 billion 
dollars more than they were able to 
spend. This year more than 40 billion 
dollars may be added to individual bank 
balances, purchases of war savings 
bonds, retirement of consumer debt or 
other forms of savings. Since the produc- 
tion of goods and services after the war 
will in large part create its own market, 
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this accumulation of purchasing power 
constitutes a “‘pump priming” force with 
strong inflationary implications. 

This assumes reasonably effective con- 
trol over prices during the war. To the 
extent that this purchasing power is used 
to pay higher prices for the same volume 
of goods during the war, it will be a less 
important factor in the postwar period. 

The real danger after the war is not 
any lack of aggregate demand for goods 
but rather that business may not be pre- 
pared to produce in adequate quantity 
those goods which consumers will want. 
Thus certain segments of the economy 
and certain communities may have a de- 
mand for more than they can produce for 
several years after the war while other 
industries and other communities have a 
large volume of unemployment because 
they have not solved the marketing 
problems involved in a shift from war to 
civilian production. 


PostTwaR RECONVERSION PROBLEM 


The reconversion from war to peace 
production is in large part a marketing 
problem. This can be illustrated by di- 
viding business up into three segments 
according to the type of reconversion 
necessary. 

Over eighty per cent of all the civilians 
now employed are still engaged in the 
production and distribution of essential 
civilian goods and services, or in war 
production which is so similar to normal 
civilian output both in volume and type 
that no serious reconversion problem is 
created. Adjustment to a high level of 
postwar output may involve additions to 
plant capacity at some points and some 
replacement of marginal workers by men 
returning from the armed forces or from 
war industries. The more difficult prob- 
lems, however, lie in the remaining two 
segments of the economy. 





Something less than ten per cent of 
total manpower is engaged in industries 
which are largely or wholly converted 
from civilian to war production. If we 
include those industries which have been 
partially or wholly curtailed as the result 
of the war a full ten per cent of the econ- 
omy is in this category. The engineering 
problems involved are typified by the 
job of reconstructing an automobile as- 
sembly-line. Of equal importance, how- 
ever, are the marketing problems con- 
nected with the rebuilding of a sales or- 
ganization. 

To the extent that business can revert 
to its prewar markets, the first step in 
reconversion is to calculate how these 
markets may be affected by a very large 
increase in consumers’ incomes and in 
total business volume. This will also in- 
volve an appraisal of accumulated de- 
mand for durable goods at the end of the 
war. 

It is also necessary to analyze the ef- 
fect of possible war born improvements 
in the product or its competitors and of 
possible changes in distribution methods 
or price policy. It is already clear that 
the postwar period is going to be one of 
increased competition with many con- 
cerns reaching out of their established 
lines of business to fight for a share of 
other markets. In the face of this com- 
petition there will be a premium on ef- 
ficient, economical distribution. 

The market potential that goes with 
high incomes, deferred wants and ac- 
cumulated purchasing power needs to be 
translated into an effective demand for 
particular goods. This calls for more, 
rather than less, sales, and advertising 
effort. It also requires better information 
about these markets and a better under- 
standing of the problems of reaching 
them. 

The remaining ten per cent of the na- 
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tion’s business contains the most serious 
reconversion problems. It is typified 
by the airplane and shipbuilding compa- 
nies but is not by any means limited to 
these industries. The output of a number 
of commodities has been expanded so 
greatly for war purposes that there is no 
reasonable possibility of finding peace- 
time markets for more than a fraction of 
present production in the same or a 
closely related line of business. 

Here too the marketing problems pre- 
dominate. If these companies are to 
maintain a large part of their present 
organization, their present volume of 
business and the place they have achieved 
in our economy, they must be prepared 
to go into fields which are relatively for- 
eign to their present operations. There is 
a natural tendency to seek those lines in 
which they can make most effective use 
of demonstrated technical engineering 
and production skills. Frequently how- 
ever, this requires distribution through 
unfamiliar channels to a completely dif- 
ferent type of market. It may also mean 
breaking into a field where the estab- 
lished concern has an enormous advan- 
tage because of existing dealer organiza- 
tion and the ability to distribute pro- 
motion and other overhead costs over a 
large volume. 


THE Post War CHALLENGE 


Looking further into the future, those 
who are concerned with the markets for 
durable goods must face the fact that 
the accumulated demand at the end of 


the war will not last forever. So long as 
the consumer has a job and an income 
there is a potential market for his pro- 
duction. When the market for auto- 
mobiles as we know them appears satu- 
rated, business has the alternatives of 
expanding this market so far as possible 
by such means as more rapid obsoles- 
cence or dynamic pricing, or of deflecting 
that purchasing power into such things 
as better housing, private planes or more 
expensive vacations. 

Given sufficient creative imagination 
in the development of new markets, and 
sufficiently good knowledge of markets 
so as to avoid unwise expansion in the 
wrong places, business will have gone a 
long way toward the continual mainte- 
nance of a high level of production. 

Here is a challenge to business enter- 
prise. The war has demonstrated that 
with full utilization of our manpower we 
have a productive capacity far above any 
prewar year. The potential markets exist 
for a hitherto undreamed of prosperity. 
But there is nothing automatic or in- 
evitable about this demand. It will only 
materialize as the result of courage, im- 
agination, ingenuity and practical long- 
range planning. 

The marketing profession occupies a 
key position. Postwar plans must neces- 
sarily be based on market analysis. In 
the execution of those plans competition 
will put a premium on distribution which 
combines more than the prewar eftec- 
tiveness with less than the prewar cost 
per unit. 
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THE MARKETING VIEWPOINT IN PLANNING FOR 
COMMUNITY BETTERMENT 


HOWARD T. HOVDE 


University of Pennsylvania 
Consultant, U. S. Department of Commerce 


HIS PAPER, which touches on com- 
munity economics, can hardly avoid 
a social interpretation. Its purpose is to 
present a janitorial function that aims at 
keeping our house in order. Such house- 
keeping implies social responsibility to- 
gether with good business management. 
The urban way of life has broken down 
spiritual and social factors of our fore- 
fathers. Business at the turn of the cen- 
tury was a community matter wherein 
the grocer, the druggist and the dry good 
merchant were substantial leaders both 
inside and outside their stores. Manufac- 
turing was a community project with the 
mill owner a familiar figure, known per- 
sonally, and consulted freely by all. 


Errects oF URBAN AND INDUSTRIAL 
DEVELOPMENT UPON COMMUNITY 
LIFE 


No longer is American business a 
community matter. Communities have 
grown beyond the intimate proportions 
of their former boundaries when business 
expanded its local status. Increases in 
population have diluted the neighbor- 
hood spirit formerly held in high esteem. 
Neither people nor business are longer 
rooted to communities by provincial ties. 
Former intimacies have been disrupted 
as a community grew away from its in- 
dividuality. Justice William O. Douglas 
once said: ““Enormous spiritual sacrifices 
are made in the transformation of shop- 
keepers into employees.” 

The marketing man perhaps has been 
more conscious of these changes than any 
other segment of the population unless 
it be the politician who makes it his 


business to contact intimately a com- 
munity. The duty of a business manager 
should be no less the task of community 
cultivation than that of government, or 
its elected representative. 


War DIsLocaTions IN COMMUNITY 
LIFE 


With either a prolonged or intensive 
war, community life faces again a major 
dislocation, first as we progress deeper 
into a war economy, and later as we 
emerge into the restoration of our society 
at peace. 

By nature the marketing man is a 
planner. In less complimentary terms he 
is the “hod carrier” in the economic 
structure which has been built. At least 
in part he has carried the bricks and mor- 
tar for the economist who blue-prints a 
structure in stream-lined demand and 
supply curves: he is employed by busi- 
ness management in the actual construc- 
tion process of American economy to 
build effective demand for particular 
goods. 

New planning problems are being cre- 
ated in communities thrown out of bal- 
ance by the strains of the war program. 
It is but one step removed from short- 
run planning to long-run planning that 
the marketing man takes in post war 
planning. But that step must be taken 
as surely as it is necessary for a child to 
walk by giving up its habits of creeping. 


Tue NEED FoR COMMUNITY 
PLANNING 


There exists a charitable concept to- 
ward the complexities of economics. 
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While our individual income is derived 
from business, the public is apt to regard 
the government as the protector of our 
economic welfare. When our economy 
goes askew as it did in the last decade, 
it is taken for granted that either busi- 
ness or government is at fault. When 
business was an integral part of our ear- 
lier community life, first hand observa- 
tion aided the public in fixing the re- 
sponsibility for economic disruption. A 
neighborly feeling existed in which each 
individual knew that hardships would 
not willingly be imposed upon another, 
so each individual strove to mitigate pos- 
sible hardships through sharing responsi- 
bilities. 

As a counter balance to corporate state 
planning and to rugged individual op- 
position of any governmental program, 
there is a middle road in community 
planning. A democratic society is de- 
signed to permit its individual members 
to share the power to rule, and to com- 
bine in exercising that power over gov- 
ernments. Its distinctive characteristic is 
that governments are employed to serve 
it; whether at the local, state or Federal 
level of administration. 

In a message to the National Confer- 
ence on Planning, May 1942, the Presi- 
dent said: “Planning is needed by indi- 
viduals, communities, States, regions, 
and by the Nation and the United Na- 
tions to win this war and to win the 
peace that follows.” 

While governments necessarily look 
upon planning from the top down, it is a 
primary function of business planners 
to consider planning from the bottom up. 
Business can undertake a continuing 
study of economic planning, and particu- 
larly market planning, without making 
any assumptions as to the probable du- 
ration of the war. Such a type of planning 
exists in a grass roots approach to free 
enterprise, starting with the community 





or communities in which a business en- 
terprise is housed. 

Unless business again attaches itself 
firmly to community affairs there will be 
a return to the willingness of the public 
to be dependent solely upon govern- 
ment. The security of free enterprise de- 
pends upon an altered concept of busi- 
ness executives. While corporate busi- 
ness has extended its operations beyond 
a geographic limit of a separate commu- 
nity, a reciprocal interest among com- 
munities and business is designated as 
“the trade” or “‘the market.” 

A simple thesis can be made for the 
return to the principle of individual pro- 
prietorship when the “old man” met his 
customers and knew their problems in- 
timately. Since big business in its cor- 
porate structure must effect contact 
through intermediaries new ideas should 
envolve in a philosophy of management 
toward community problems and an ac- 
ceptance of a reciprocal relationship be- 
tween business and the community. The 
antithesis of this principle implies prob- 
lems of corpulent bigness and attending 
disease. In business bureaucracy, or in 
governmental bureaucracy, an excess of 
funds without adequate control may re- 
sult in social cancer: such wild cells, as 
an economic cancer, can multiply unless 
treatment is effected. 

One diagnosis that is suggested is anal- 
ysis at the community level. Planning 
for social and economic health has been 
a topic of popular discussion locally, re- 
gionally, nationally and internationally, 
but, like the weather, there has been 
more talk than particular action. The 
advantage of planning at the community 
level is that the total problem may be 
broken up into manageable units. 

The need for better economic health 
has already shown itself in our war econ- 
omy. Civilian controls and business in- 
oculations have been questioned pub- 
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licly. The measures of protection and the 
quality of the vaccine may not have been 
fully tested, but by and large the patient 
is doing nicely. There are, however, some 
noticeable transformations. 

Inherent in the wartime community is 
the cellular behavior of population units 
that tend to expand rapidly, or contract, 
as living organisms. Studies show as- 
tonishing growth in some small towns. 
Small communities such as Sylacauga, 
Alabama; Stark, Florida; Hatboro, Penn- 
sylvania; Orange, Texas; and Fayette- 
ville, North Carolina, are but a few 
towns in which population has increased, 
in some instances doubling, because of 
war contracts. Metropolitan districts 
such as Detroit, the District of Colum- 
bia, Chicago, Los Angeles, and Norfolk- 
Portsmouth-Newport News—to mention 
only a few from estimated gains based 
upon the number of persons registering 
for War Ration Book No. 1 (sugar)— 
likewise have expanded. Such gains have 
been offset by losses in many communi- 
ties blighted by war. 

Characteristics within towns and with- 
in neighborhoods of metropolitan dis- 
tricts also change. There are estimated at 
least 50,000 neighborhoods throughout 
the United States. America and Ameri- 
cans in the daily act of living are served 
well in civilian needs by neighborhoods. 
Retailers and service establishments ca- 
ter to our wants, always nearby our 
place of living. Tradesmen serve the 
quick and the dead. The funeral director 
is as much a part of the community as 
is the grocer. 

Purchases of convenience goods (neigh- 
borhood purchases) represent constant 
and stable proportions of retail sales 
made to a family or community of fami- 
lies within the limits of the national mar- 
kets. 

Food stuffs, as an example, are short 
on many items and long on others, ac- 


cording to spot checks by communities. 
Independent merchants in outlying 
neighborhoods seemingly enjoy a war- 
time stability not shared by downtown 
merchants. Transportation restrictions 
have not permitted the housewife the 
freedom of peacetime shopping. Retail 
trading areas have been defined with a 
new clarity by the wartime behavior of 
the housewife. 

A rebirth of local neighborhoods and 
the small town is a wartime phenomenon. 
The local neighborhood has been gaining 
as a marketing center at the expense of 
cities. Independent store sales in small 
towns during the past year have indi- 
cated, in two out of every three instances, 
a better trend than state averages, ac- 
cording to a special Census tabulation. 

America does not live downtown. It 
lives in its neighborhoods adjacent to 
business communities. The marketing 
viewpoint in planning for community 
betterment is a concept of a neighbor- 
hood marketing system as typical as 
American baseball and requiring as much 
team-work. The team includes the neigh- 
borhood retailer who knows his cus- 
tomers, the wholesaler who serves the 
retailer and the manufacturer who pro- 
duces the merchandise. The marketing 
man understands community planning 
in terms of market analysis. The concept 
need only be enlarged toward the end of 
total community welfare. 

There is a dual responsibility of each 
individual in every community toward 
planning a better neighborhood, town, or 
city,—whether the individual be a con- 
sumer, retailer, wholesaler or manufac- 
turer. Just as an individual, economi- 
cally, is both a producer and a consumer, 
so too that individual has an obligation 
to contribute to the community as well 
as to take from it. Every neighborhood 
provides, to a greater or less extent, gen- 
eral and specialized services which com- 
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munity mobilization requires. That in- 
fluence for mobilization at the neigh- 
borhood level has been intensified be- 
cause of wartime shortages and necessi- 
ties. 


A PATTERN FOR COMMUNITY 
PLANNING 


A pattern for community organization 
has been sponsored by the U. S. Depart- 
ment of Commerce in a booklet entitled 
the Small Town Manual for Community 
Action. Misnamed, perhaps, “small 
town” as a symbol of a compact com- 
munity, nevertheless the Manual has 
been useful from the cross roads at De- 
tour, Maryland, to the metropolis of 
Miami. Suggestions contained in the 
booklet are good for any town of any 
size. 

From records now available in over 
450 communities which have adopted the 
Small Town Manual for Community Ac- 
tion there is ample evidence that the idea 
back of the neighborhood movement ac- 
tually works. From Americus, Georgia, 
to Angels Camp, California, from Au- 
burn, Alabama, to Alexandria, Minne- 
sota, folks in small towns have put the 
Manual to work and paid testimony to 
the success of the community plan for 
action. 

Tested fully in such cities as Port 
Jervis, New York, and Fort Atkinson, 
Wisconsin, the specific problems of war- 
time readjustments have been lightened 
by a plan of action. These cities sought 
new industries, diversified interests and, 
through local analysis, found the solution 
to making the home town a better place 
in which to do business and in which to 
live. 

Suburban communities, such as Bar- 
ton Heights (Richmond, Virginia) and 
Glencullen (Portland, Oregon), have 
found ideas adaptable from the Manual. 
Some of these communities have re- 


written their own program by using the 
Manual as a model. The neighborhood 
idea, at heart, is the small town. 

The wag who said: “God made the 
country, man made the city and the devil 
made the small town” uttered the half. 
truth reflecting only his irresponsibility 
to his neighborhood. 

Scan the names in your newspaper of 
those young heroes flying for democracy 
over the battle fronts of China or Africa. 
You will find they come from such 
towns as Houston, Minnesota; Colum- 
bia, South Carolina; Pocatello, Idaho; 
Ravenna, Michigan; Packwood, Iowa; 
and many other small towns and neigh- 
borhoods. Then, too, there is General 
Ike Eisenhower, from Tyler, Texas, inci- 
dentally a town that adopted the Small 
Town Manual for Community Action. 

Many business managers have been so 
impressed with the Manual that they 
have requested quantities for their or- 
ganization and have instructed local 
salesmen to encourage the use of the 
Manual in towns and neighborhoods 
which they serve. Copies of the Manual 
are available for use and distribution by 
business organizations. 

A plan for community betterment par- 
allels individual effort for business bet- 
terment; it is the extension of good busi- 
ness management. The program, initi- 
ated by the Small Town Manual, implies 
no originality; it merely encourages a re- 
turn to first-principles of community or- 
ganization before business became de- 
tached from the community. Similar 
programs have been undertaken before 
by Chambers of Commerce, industrial 
development committees, local news- 
papers and small groups imbued with 
community spirit. Too frequently the 
original purpose was defeated because of 
lack of full business cooperation within 
the community. No postwar program 
can succeed without full realization of 
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the necessity of planning at the com- 
munity level. Indeed one of the programs 
of the Committee for Economic Devel- 
opment, recently organized by business, 
has included the basic elements of com- 
munity planning. Community planning 
is not an intermittent process but a con- 
tinuous one. 

The program visualized by the Small 
Town Manual for Community Action may 
best be described as a preappraisal for 
community research. The Manual is a 
self-help guide in practical, down-to- 
earth planning to be used flexibly by 
business and civic leaders in a way to fit 
a community’s needs at a particular 
time. 

There would be no point to quote de- 
tails from the Manual since copies are 
available upon request. The following 
section titles give an idea of the scope of 
the outline for action: 


Self-help is the Key 

Finding the Sources of Prosperity 

Look to the Countryside 

Movies May Sell Groceries 

Permanently Improving Business in 
Your Town 

Mapping the Area of Your Town 

How to Find Trading Area Limits 

Historical Inventory 

Populations 

Retail Sales May Be Used as a Yard- 
stick 

Agriculture—Builder of Business for 
Wide-Awake Towns 

You Must Determine the Farmer’s 
Opinion 

Significance of Survey of Services 
to Farmers 


Retail Trade 

Industrial Possibilities 

Social and Recreational Facilities 

Service Groups 

Summary of Town Inventory 

Developing the Plan to Use the Com- 
plete Survey 

Plan for Action 


Such a preappraisal once made should 
lead to more detailed studies of indi- 
vidual problems later. There is no pana- 
cea in a program of self-help. Planning 
starts at whatever progress level exists 
with the community and goes forward. 
The importance is the start of a plan and 
the cooperation of business and the com- 
munity in a mutual effort of betterment. 

Wartime influences upon marketing 
will defeat the purpose of the free enter- 
prise system if community passivity and 
business eunuchry persists. Wartime 
controls are less to be feared as a form of 
business castration than the debility of 
business itself in a prolonged world 
struggle that may sap the lifeblood of the 
nation. To maintain virility during war, 
business must seek the companionship 
of the community and thus assure a full 
life in the social and economic develop- 
ment in the peace that follows. For after 
the war, there will be nostalgia in the 
hearts of soldier and war worker alike 
for the home town accompanied by mi- 
grations again for peacetime fulfillment 
of life’s ambition. Postwar planning for 
business and community betterment 
should be placed high on the agenda on 
every marketing man’s own program. 











CONSUMER CREDIT—IMPACT OF THE WAR 


M. R. NEIFELD 


Eprror’s Note: Dr. Neifeld is Chairman of the A.M.A. 
Consumer Credit Committee. The other members of the 
committee are Professor Fohn M. Chapman, F. Anton 
Hagios, and Rolf Nugent. Dr. Neifeld’s paper together 
with the two which follow were originally prepared for our 
session on “Consumer Credit.” 


MONG THE many changes in our 
A economy between World War I and 
World War II, one of the most striking 
has been the emergence of consumer 
credit as an important element in the 
financial and marketing mechanism of 
the country. 

From a position of statistical insignifi- 
cance, the magnitude of consumer credit 
rose to a peak of many billions until it 
became an influencing factor in the rise 
and fall of business tides. Characteristic 
institutions arose to serve consumer cred- 
it in various ways: some came into the 
fields as new creations; some were modi- 
fications of existing institutions; growth 
cycles started at different times and pro- 
gressed at various accelerations. 

A combination of circumstances laid 
the stage for the tremendous expansion 
of consumer credit: a high degree of ur- 
banization which accompanied the shift 
from an agrarian self-subsistence econ- 
omy to an intense industrialization; in- 
vention of durable goods which, because 
of convenience and comfort, were attrac- 
tive to consumers; technological ad- 
vances that made possible mass produc- 
tion; a rise in real wages that left in the 
hands of the worker an unusual share of 
his wage beyond his survival needs; and 
the creation of the financial institutions 
which could bring together mass produc- 
tion and mass consumption. 

As part of the transition to a war econ- 
omy, it became desirable to bring con- 
sumer credit under control. In the paper 
which follows, Mr. Robinson describes 
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the statistical results of that control 
under Regulation W promulgated by the 
Board of Governors of the Federal Re- 
serve System, and ventures some projec- 
tions into the immediate future. 

Mr. Nugent’s paper takes us some- 
what further into the future; paints a 
picture of a huge demand for consumer 
durable goods in the immediate post-war 
years; and advances the thesis that until 
the backlog of consumer demand for du- 
rable goods is satisfied and competitive 
markets are restored to the point where 
price once again functions in its tradi- 
tional way to balance demand and sup- 
ply, equating demand and _ supply 
through instalment selling now for post- 
war delivery will be a less objectionable 
form of control than other possible al- 
ternative government restraints. 

Before turning to these two papers it 
may be well to summarize the impact of 
the war on various consumer credit in- 
stitutions. This is shown by a survey 
made among leading consumer credit 
trade associations. 

Whether their members are vendors of 
merchandise on instalment credit terms 
or lenders of cash, sharply curtailed vol- 
ume of transactions combined with ac- 
celerated collections are contracting out- 
standing receivables rapidly. 

Instalment sales which formerly ran 
about 10 per cent of total department 
stores business, were down about one 
third. Thirty day charge sales reacted 
sharply to the onset of Regulation, but 
by the year end recovered approximately 
to the level of the previous year. On the 
other hand, cash sales in the fall of 1942 
were about 30 per cent above 1941. 

Differences in the statistical effect on 
instalment sales and on open charge ac- 
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count sales are, to a large extent, due to 
the character of the credits extended: the 
one finances hard merchandise; the 
other, soft goods and to a minor extent 
hard goods for those able to meet large 
expenditures on a current basis. 

Department store charge account col- 
lection percentages climbed from the 
middle forties to the high sixties, while 
instalment collections increased an aver- 
age of 12 per cent. Specialty shops fol- 
lowed the same trend. Women’s wear 
stores experienced an average increase of 
16%; men’s wear stores, an average of 
16%; and instalment furniture stores, an 
average increase of 7%. 

Just one sour note crept into the col- 
lection picture. When, by Amendment 
to Regulation W, charge accounts be- 
came frozen for the first time in the early 
summer of 1942, stores began to experi- 
ence serious collection difficulties with 
certain credit customers who had been 
in the habit of liquidating their charge 
account obligations in part payments 
spread over several months. Since, under 
the amended Regulation, part payment 
would not unfreeze these accounts, many 
of them were abruptly closed and re- 
mained unpaid for many months. 

The obverse side of the decline in credit 
merchandising is reflected in the experi- 
ence of credit rating bureaus which suf- 
fered an average loss in credit reporting 
of 25 per cent with an upper range of 40 
per cent. Open credit reporting about 
held its own, but instalment reporting 
suffered the big loss. 

When we turn to cash lenders, the 
shrinkage in volume and outstandings 
parallels the degree to which the insti- 
tutions make cash loans or finance the 
purchase of consumer durable goods. 
Those which make loans to meet per- 
sonal and family emergencies contracted 
more slowly than those which engage 
mainly in financing. 


Within a given institution, the same 
trends are departmentalized. Thus, con- 
sumer instalment paper held by personal 
loan departments of commercial banks 
showed an over-all contraction of 49.1% 
between September 1, 1941, the effective 
date of Regulation W, and the end of 
November, 1942 ($1,691 millions to 
$860 millions); but the breakdown by 
categories in that same period shows au- 
tomotive retail paper purchased from 
dealers down 60.0%; automotive retail 
paper created by the bank down 58.5%; 
other retail paper down 48.5%; FHA 
Title I loans down 38.2%; and personal 
instalment loans down 36.0%. 

Morris Plan Banks, Industrial Banks, 
Credit Unions, and Small Loan Com- 
panies followed the same pattern; those 
that suffered the greatest loss in volume 
were the ones whose business was more 
closely identified with financing or pur- 
chasing paper financing the sale of dur- 
able goods. 

Credit union organization work has 
decreased nearly 75% and the earnings 
of existing credit unions have declined 
approximately 25%. 

Among the commercial cash lenders, 
narrowing volume of business has driven 
many out of business. Typical of this is 
the experience of the industrial banks. 
Although the trade association has had 
an increase in membership, it has, never- 
theless, lost approximately 25 per cent of 
those institutions which were members 
when Regulation W went into effect. Of 
the membership that were lost, an anal- 
ysis shows: Thirty per cent sold out or 
merged with other institutions; 12% 
liquidated; 2% converted into commer- 
cial banks; and 56% resigned to curtail 
expenses because of loss of income. 

By organization and experience, Mor- 
ris Plan Banks were peculiarly fitted to 
adjust the pattern of their activities to 
the new situation. For example, auto- 
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mobile and retail loans made by 78 
banks in 1942 were less than one-half 
those made in 1941. Wholesale loans 
made in 1942 were only one-third those 
made in 1941. On the other hand, com- 
mercial loans were almost three times as 
great in 1942 as they were in 1941. Under 
the goad of marked curtailment in con- 
sumer credit, Morris Plan Banks have 
accelerated the development of the com- 
mercial end of their business. 

Instalment sellers are pleased with one 
important by-product of Regulation W. 
To stimulate business in the early days 
of the depression, long term consumer 
credits were introduced by the Electric 
Home and Farm Authority to finance 
electrical appliances in the Tennessee 
Valley Authority and by the Federal 
Housing Authority under Title I loans, 
for home modernization and improve- 
ment. 

Unfortunately, the laudatory purpose 
of the government agencies created un- 
healthy competition on long term credit 
among retailers from which there seemed 
to be no escape. Conscious of the impasse 
to which they were a party, merchants 
credit Regulation W with accomplishing 
what would have been more difficult 
under free competitive conditions—a 
way out from unsavory long term con- 
sumer credit. It is a curious coincidence 
that the cause and the cure both origi- 
nated in federal government action. 

Between the time when the progress of 
the war will permit Regulation W to be 


relaxed from its present form discourag- 
ing the use of consumer credit to one 
actively encouraging the movement of 
the goods that Mr. Nugent visualizes 
flooding the market, consumer credit in- 
stitutions will be battling for their eco- 
nomic existence. Many of the circum- 
stances which in the past made for rapid 
expansion in consumer credit, in the war 
economy either naturally or under con- 
trol work for equally rapid contraction. 
The almost complete disappearance from 
the market of durable goods manufac- 
tured from critical and strategical ma- 
terials, the propensity of the consumer 
to pay cash under patriotic urging and 
his ability to do so, and the drastic cur- 
tailment of maximum maturity com- 
bined with a stiff down payment re- 
quired by Regulation W, has contracted 
the volume and receivables of consumer 
credit institutions to a point where in- 
come is beginning to fall below survival 
needs and to bring other problems of ad- 
justment to institutions suddenly faced 
for the first time with a major reversal 
in growth from expansion to severe con- 
traction. To the extent to which Mr. 
Nugent’s plan successfully pre-sells the 
production of the early post-war years, 
income prospects for the credit institu- 
tions will be poor, and their problem of 
survival will be aggravated. 

Farsighted consumer credit grantors 
—especially the cash lenders—are 
gravely concerned over this problem of 
continued existence. 
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THE DOWNWARD COURSE OF CONSUMER CREDIT 
ROLAND I. ROBINSON 


N THE last four months of 1941 and 

during 1942, the volume of debt owed 
by consumers diminished steadily and 
rapidly. The volume of such debt, which 
in the early fall of 1941 approached ten 
billion dollars, went down to a little more 
than six billion by the end of 1942. The 
course of this debt is shown in Chart I. 
A very substantial proportion of the de- 
crease was in instalment debt although 
charge-account debt also declined sharply 
during the summer of 1942 when this 
credit was subjected to regulation. 

The two most important factors caus- 
ing this decline have been diminished 
sales of consumer durable goods and 
Regulation W.? The war has had very 
great direct effects on retail sales by cur- 
tailing the production of many of the 
more important lines. New automobiles 
are no longer made and can be bought 
only with a ration permit. Used car sales 
through regular dealer channels have 
fallen off as stocks dwindled. It is re- 
ported that there were many “casual” or 
person-to-person sales of used cars, but 
these transactions involve credit less fre- 
quently than do those handled by 
dealers. The dollar volume of automobile 
credit sales in 1942 was only about one- 
seventh of that in 1941. 

Sales of radios and household appli- 
ances in 1942 decreased to about one- 

' This chart is based on estimates prepared by Dun- 
can McC, Holthausen and published in the Survey of 
Current Business for November 1942, pages 9-25. Pro- 
jections of these estimates are being published in the 
Survey and in the Federal Reserve Bulletin. 

_? This regulation is based on the President’s Execu- 
tive Order No. 8843 of August 9, 1941, which authorized 
and directed the Federal Reserve to limit the credit ex- 
tended for consumption purposes. As issued on Septem- 
ber 1, 1941, it was mainly a regulation of instalment 
credit but on May 6, 1942, the regulation was substan- 


tially broadened ‘to include charge accounts and so- 
called single payment loans. 


half the 1941 volume as inventories of 
these goods declined. The manufacture 
of many of these articles was drastically 
curtailed or prohibited early in 1942, and 
although large retail inventories of most 
items were available earlier in the year, 
stocks of many of these lines shrank rap- 
idly through the year and were about 
exhausted by the year-end. The credit 
sales of furniture in 1942 were one-fourth 
below the 1941 level, but production of 
new furniture was only moderately lim- 
ited and supplies were large. 

Instalment sales in 1942 are estimated 
to have been $3,400,000,000, or a $0 per 
cent decline from the preceding year. 
Charge account retail sales were about 
$1 3,000,000,000 or a slight increase from 
last year, while cash sales were about 
$40,000,000,000, approximately one- 
sixth above their 1941 level. 

Total sales, according to an estimate 
supplied by the Bureau of Foreign and 
Domestic Commerce of the Department 
of Commerce, were about $56,000,000,- 
000 in 1942, an increase from 1941 of 
approximately 4 per cent. Instalment 
sales, which were more than one-eighth 
of total sales in 1941, constituted about 
one-twentieth of the 1942 total. This 
proportion was lower than for any year 
during the past two decades. Charge ac- 
count sales were about 23 per cent of to- 
tal sales in both years. The estimates of 


‘total sales subdivided into cash, charge 


account, and instalment transactions are 
shown in Chart II. 

In addition to the $2,800,000,000 of 
instalment sales with the credit arrange- 
ments made between vendor and buyer, 
there were some transactions in which 
buyers borrowed from a cash lender, 
such as a bank, credit union, or small 
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loan company, and then made their bar- 
gains with merchants on a cash basis. In 
prior years, automobile purchases were 
the most important occasion for such 
transactions. With these “cash” trans- 
actions which are ultimately based on 
instalment loans included, total instal- 
ment credit sales in 1942 probably ex- 
ceeded $3,000,000,000, a figure which is 


effects on retail sales and the volume of 
credit transactions. With constantly in- 
creasing wages and farm income, more 
persons were in a position to buy for cash 
and those purchasing on credit were able 
to meet their obligations more promptly 
and to make larger instalment payments. 

The war has also had appreciable ef- 
fects on the volume of instalment loans 
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far below the $8,000,000,000 estimated made by commercial and _ industrial 


for 1941. 


War Time INFLUENCES 


Prior to 1942 there had usually been a 
close parallel between income payments 
and retail sales, but in that year no such 
close relationship prevailed. Sales of dur- 
ables declined because goods were not 
available and sales of non-durables in- 
creased by somewhat less than income 
payments, largely for the same reason. 
The war also had important indirect 





banks, small loan companies, and credit 
unions, but not precisely the same sort 
as in the case of sale credit. As pointed 
out above, instalment loans occasioned 
by the sale of goods have declined. Fur- 
thermore, the greater personal income re- 
sulting from war production has made 
borrowing less necessary and it has en- 
abled those who went into debt to retire 
it more rapidly. On the other hand, the 
derangements of war have unquestion- 
ably been the cause of much borrowing. 
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Errects or Crepit REGULATION 


Although war may have been the 
major-influence on the volume of instal- 
meat and other credit sales, the influence 
of the Federal Reserve regulation of con- 
sufher credit was also very important, 
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including automobiles, called for down 
payments of one-third. Effective March 
23, 1942, the general maturity limit was 
reduced to 15 months and the down pay- 
ments on a great many kinds of goods 
were raised to one-third of the purchase 
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particularly as it affected the amount of 
credit extended on instalment sales and 
the period over which both instalment 
and charge account sales could be col- 
lected. On September 1, 1941, when 
Regulation W was adopted, a general 
maturity limitation of 18 months was es- 
tablished with down payments of 10 to 
20 per cent for most goods. A few items, 


price. A further amendment to the regu- 
lation, May 6, again reduced the matur- 
ity, this time to 12 months, and made the 
down payments for all “‘listed”’ articles, 
except furniture and pianos, one-third. 
The amendment in May also applied the 
down payment requirements to three- 
month or 10-week payment plans which 
had previously been exempted. These 
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terms were much more restrictive than 
most of those that prevailed prior to 
regulation. The principal exceptions are 
in the jewelry and department store 
fields where a large proportion of maturi- 


On balance, instalment loan debt has 
been relatively less affected by shortages 
and the other indirect effects of war than 
instalment sale debt. Regulation is a 
larger part of the explanation of its 
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ties, even prior to regulation, were under 
12 months. 

The amendment of May 6 prohibited 
new credit sales of “listed” articles to 
persons whose previous charge account 
purchases had remained unpaid after the 
tenth day of the second calendar month 
following purchase, unless the amount 
in default had been converted into an 
instalment contract meeting specified 
requirements. This provision appar- 
ently had the effect mainly of expe- 
diting collections but did not greatly 
curtail the volume of sales on this basis. 
Department store charge accounts, which 
were collected in about 60 days prior to 
regulation, were being paid up in about 
45 days by late fall. 


movements over short periods of time. 
For example, although sale debt shows 
very few traces of the effects of the May 
6, 1942 amendment to Regulation W, 
there has been a substantially accelerated 
rate of decline in instalment loans. 

Some evidence, although not of a 
wholly conclusive sort, as to the relative 
influence of regulatory factors and short- 
ages in influencing consumer debt may 
be derived from an inspection of the var- 
ious parts of consumer instalment debt. 
Such a division of instalment debt 1s 
shown in Chart III. 

That regulatory factors were impor- 
tant may be argued from the uniformity 
with which a change from increase to 


* See footnote 1 on page 345. 
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decline in the volume of consumer debt 
was effected in September 1941. Instal- 
ment sale debt, however, is related to 
availability of goods and it has declined 
much more rapidly than instalment 
loans. 

Not only does the importance of the 
regulation in determining change vary 
from segment to segment; there are also 
important differences in the rate at 
which these influences work themselves 
out. The imposition of restrictive terms 
on instalment credit affects the level of 
such outstandings very gradually. The 
influence of such restriction is not fully 
worked out until debt contracted prior 
to regulation has been retired and all 
outstanding debt has been created ac- 
cording to the terms of the regulation. 
However, most of the pressure of re- 
stricted maturities is felt somewhat be- 
fore this time. On the other hand, most 
of the influence of regulation on charge 
accounts probably has now been felt, 
and thereafter we may expect that these 
accounts will move forward from present 
levels largely in response to seasonal in- 
fluences and general factors affecting the 
total volume of sales. 


FutTureE oF CONSUMER CREDIT 


It seems almost certain that the vol- 
ume of consumer credit will continue its 
downward course for quite some time 
and will not reverse its direction for any 
extended period of time until after the 
war is over. The prospects for the volume 
of credit after that are not so clear. Not 


only are many persons repaying their 
debts, they are also increasing their sav- 
ings substantially. According to esti- 
mates of the Securities and Exchange 
Commission, the volume of liquid savings 
in the third quarter of 1942 was greater 
than the quarterly rate of 1941 by more 
than three times and that of 1940 by 
more than seven times. For some time fol- 
lowing the war, persons might use these 
savings rather than go into debt. A large- 
scale revival of debt contraction immedi- 
ately following the war may not occur 
for other reasons. If the plan for post- 
war delivery of consumer durable goods 
paid for during the war, which has been 
sponsored by Rolf Nugent, Bonnar 
Brown, Abraham Friedman, and others, 
should be adopted and operated success- 
fully, the facilities for producing con- 
sumers’ durable goods would be devoted 
largely to meeting these needs and few, 
if any, goods would be available for 
credit sales to other than certificate 
holders. 

In the long run, of course, there is 
every reason to expect that consumer 
credit will revive and probably rise to 
greater heights than have ever been 
reached heretofore. The higher standards 
of living that are envisaged in most of 
the plans now discussed for maintenance 
of national income and social security 
contemplate expenditures in which a 
large proportion is devoted to durable 
goods. With the sale of more durable 
goods a greater volume of debt will be 
incurred. 
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POST-WAR-DELIVERY INSTALMENT SALES AND 
GOVERNMENT CONTROLS 


ROLF NUGENT 
Office of Price Administration 


HE PLAN of instalment selling for 

post-war delivery which I drafted 
for the Office of Price Administration is 
necessarily elaborate, and it is impossible 
in this brief paper to present an adequate 
description either of its technical details 
or of its economic implications. However, 
a comprehensive analysis of the plan is 
available elsewhere to those who may be 
interested in its details.! I shall therefore 
confine this discussion to one question 
raised by the plan which is of special in- 
terest to the marketing profession: To 
what extent will it contribute to the in- 
tensification or prolongation of govern- 
ment controls of distribution? 

It is perfectly natural and proper that 
this question should arise. Business men, 
looking back upon months of increasing 
government restrictions and facing the 
intensification of these restrictions dur- 
ing the period immediately ahead, will 
want to shed all wartime restraints at the 
earliest possible moment. Consequently, 
it is not difficult to understand why the 
answer to this question will color the 
views of many people in the merchandis- 
ing field concerning the merit of the plan 
as a whole. 

It should be made clear at the very 
outset that the plan does contemplate 
controlled distribution of goods sold for 
post-war delivery. One of the major ob- 
jectives of the plan is to bring demand 
for these goods into line with supply after 
the war. Those who purchase post-war- 
delivery certificates would be given pri- 
orities to goods. After the war, when pro- 

1 Memorandum on “Instalment Selling for Post-War 
Delivery,” copies of which may be had on request from 


the Credit Policy Office, Office of Price Administration, 
Washington, D. C. 


duction has been resumed, priority num- 
bers would be called as rapidly as goods 
were produced. Priority rights would be 
enforced through the use of coupons at- 
tached to certificates to control the flow 
of goods. The calling of priority numbers 
would be the responsibility of the Fed- 
eral Reserve Board. 

To say that the plan calls for govern- 
ment control of post-war markets for 
certain goods is, however, quite a differ- 
ent thing from saying that it would im- 
pose restraints that might otherwise be 
avoided. Distribution controls cannot be 
shed as readily as blackouts when peace 
is restored. 


THE IMMEDIATE Post-War SITUATION 


Let us examine for a moment the situ- 
ation in which we can expect to find our- 
selves at the conclusion of the war. 

When peace comes, millions of people 
will want new automobiles, refrigerators, 
washing machines and other durable 
goods that have disappeared from the 
war-time market—and they will want 
them in a hurry. For instance, the re- 
placement demand for automobiles is 
accumulating at a rate of more than 2} 
million cars a year; and even if the war 
is relatively short we can expect to find 
six or seven million people in the market 
for the first month’s production which 
will certainly be less than 500,000 cars. 
The demand-supply situation for other 
heavy consumer durables is likely to be 
relatively similar. It might easily take 
several years for production to catch up 
with the backlog of demand in the mar- 
kets for most of these goods. 

The natural reaction to these market 
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conditions would be a rise in price. Man- 
ufacturers and dealers would find them- 
selves in a strong sellers’ market, and 
they could scarcely be blamed for sup- 
plying first those who were willing to 
make the highest offers. Such a rise in 
prices, however, would immediately come 
in conflict with public policy. Regardless 
of the party in power at the time, the 
federal government can be expected to 
attempt to restrain any rise in price that 
is not based upon an increase in costs. 

It is already generally recognized that 
the problem of preventing inflation will 
continue into the post-war period and 
may indeed be most difficult during the 
period of transition to a peace-time econ- 
omy. Heeding the experience of World 
War I, when a major part of the total 
price rise occurred after the armistice, 
the Emergency Price Control Act of 1942 
extends the price control powers for a 
year after the war. There can be little 
doubt that these powers will be pro- 
longed to the extent that they are needed 
to prevent price distortions. 

But price control is not enough, as 
Marriner Eccles has so lucidly argued in 
discussing our wartime stabilization polli- 
cies. The function of price in a normal 
competitive economy is to equate de- 
mand and supply. Rising prices ration 
demand by excluding from the market 
those who are unable or unwilling to pay 
the higher prices. When the disequilibri- 
um in markets for important consumers’ 
goods is great, it would be exceedingly 
dubious policy to rely upon prices to 
produce the balance. But if prices are 
to be discarded as the equilibrating fac- 
tor, other means of limiting demand 
must be found. Otherwise price controls 
are almost certain to be thwarted. 

_ The difficulties of enforcing price ceil- 
ings in the face of an excessive demand 
are likely to increase substantially with 
the coming of peace. The social pressures 


and disciplines created by the necessities 
of a fight for national survival will then 
have disappeared. Consumers, hungry 
for goods, can be expected to conspire 
with sellers to avoid regulations that 
prevent each from obtaining what he 
wants: the purchaser, his goods ahead 
of other consumers; and the seller, the 
best price obtainable. Price ceilings 
would be particularly hard to enforce in 
the consumers’ durable goods field under 
these circumstances. Under-allowances 
for trade-ins and finance “packs” pro- 
vide ready means of evasion; and unless 
price supervision were carried through 
vigorously to transactions between indi- 
viduals, open violation through pur- 
chases for resale could be expected. 


INEVITABILITY OF Post-WaAR 
REGULATION OF DEMAND 


The logical solution to this situation is 
some means of limiting demand to the 
existing supply. Unless plans are made in 
advance these limitations are most likely 
to take the form of an extension of war- 
time selective rationing based upon occu- 
pation and proof of need. 

A realistic appraisal of the situation 
after the war in markets for goods that 
would be sold for post-war delivery leads 
inevitably to the conclusion that some 
form of government control will—indeed 
must—be continued until production has 
caught up with the accumulated back- 
log of demand. It is not a question of 
whether or not we shall have government 
control in these markets, but rather what 
kind of government control we shall 
have. If we face this choice frankly, I 
believe it can be demonstrated conclu- 
sively that the kind of government con- 
trol that would result from instalment 
selling for post-war delivery would be far 
less burdensome than the kind of control 
which can otherwise be expected. 
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ADVANTAGES OF Post-WaR 
DELIVERY PLAN 


There appear to be four principal 
reasons for preferring the kind of con- 
trol that would result from instalment 
selling for post-war delivery. 

First, the calling of priority numbers 
would provide an accurate and exceed- 
ingly flexible means of bringing demand 
into line with supply. The number of 
holders of each priority number would be 
known in advance and the Federal Re- 
serve Board would call them as rapidly 
as necessary to absorb production. If 
some certificate holders delayed exchang- 
ing their certificates for goods, additional 
numbers could be called on short notice. 

A similar degree of accuracy and flex- 
ibility is impossible under a system of ra- 
tioning through local boards according 
to rules laid down by a rationing order. 
Rules of eligibility cannot be drawn to 
produce an accurate balance between de- 
mand and supply at any given time. Be- 
sides, both demand and supply are vari- 
ables. Production may be expected to 
expand; and the volume of demand that 
would result from any set of rules of 
eligibility would probably vary from 
time to time in response to many exter- 
nal factors. It would take time to change 
the eligibility rules once the need for 
change had become apparent. While the 
establishment of quotas could readily 
prevent the issuance of too large a quan- 
tity of certificates, it would be difficult 
to avoid the under-issuance of certifi- 
cates at certain times. This would prob- 
ably cause market “‘soft spots,” in which 
competition for certificates would com- 
pel destructive price competition. 

Second, the calling of post-war-de- 
livery priority numbers would constitute 
a far less costly and cumbersome method 
of limiting demand than the continua- 
tion of war-time rationing. Selective ra- 
tioning requires an elaborate adminis- 


trative system stemming from Washing- 
ton and spreading into every part of the 
country through the local rationing 
boards. Administration of the priorities 
system, on the other hand, could be 
handled by the Federal Reserve System 
with little or no increase in its staff. 
Under selective rationing, dealers must 
seek out prospective purchasers who 
seem to come within the eligibility re- 
quirements and assist them in establish- 
ing their eligibility. If the Rationing 
Board is not convinced, the sales effort 
will have gone for nothing. When the 
potential market is predetermined by 
priority numbers, however, sales appeals 
can be concentrated and waste of time 
and energy can be avoided. 

There are those who will say that post- 
war-delivery priorities, regardless of 
their streamlined efficiency in balancing 
demand and supply, represent the wrong 
kind of rationing—that rationing should 
always be based upon need and the so 
cial importance of the use to be made ot 
the goods. There can be no disputing this 
principle when rationing is imposed sud- 
denly under the compulsion of war. But 
its validity as an exclusive principle dis- 
appears when the conditions of eligibility 
can be announced well in advance and 
when every one has an equal opportu. 
nity to establish his eligibility right. 

As one who has directed a war-time 
rationing program, I can say from experi- 
ence that only in the crudest sense is an 
equitable distribution obtained through 
occupational preferment and proof of 
need. The needs of individuals and fami- 
lies, like their personalities, are unique. 
The establishment of specific criteria to 
determine eligibility inevitably does in- 
justice by excluding other criteria which 
may be equally important and in some 
instances controlling. There are also sub- 
jective needs that are no less real be- 
cause they do not lend themselves to 
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objective measurement. 

So long as the goods are not necessi- 
ties of life, there is no reason to believe 
that giving first claim to those who want 
goods badly enough to pay for them in 
advance would provide any less equi- 
table distribution than a system of eli- 
gibility based on occupation and proof 
of need. In fact, when the necessity for 
this type of rationing is past, there is 
something fundamentally objectionable 
to preferring one citizen over another on 
the basis of some inherent characteristic. 
It seems to me to be far more compatible 
with our traditions to give priority 
rights as a reward for specific action 
that will contribute to our national well- 
being. There must of course be some ex- 
ceptions, and the plan proposes the is- 
suance of special priorities by the Fed- 
eral Reserve System wherever the public 
interest would be served by doing so. 

Third, the controls contemplated by 
the plan are relatively innocuous and 
they would disappear automatically 
when the backlog of post-war delivery 
purchases had been exhausted. Because 
demand and supply would be balanced 
precisely, price fixing could undoubtedly 
be avoided, although the power to fix 
prices for goods subject to post-war de- 
livery sale would be given to the Fed- 
eral Reserve Board against the possi- 
bility of artificial restraints upon compe- 
tition. After initial inventories had been 
supplied to dealers, additional goods 
could be shipped only in response to the 
upstream flow of certificates. 


Fourth, the restrictions which would 
grow out of instalment selling for post- 
war delivery would be accompanied by 
positive advantages for merchants and 
manufacturers that would not accrue 
from other methods of limiting demand. 
The offer of priorities would provide a 
powerful incentive for post-war delivery 
purchases at a time when incomes are 
high and desirable goods are scarce. 
Hence the plan would build up a far 
larger backlog of demand than would 
otherwise occur. Advertisements of post- 
war goods would not only contribute di- 
rectly to the war effort by drawing funds 
into the Treasury for financing the war 
but also preserve the values of trade 
names established through years of pro- 
motional effort and product perform- 
ance. 

More important, instalment selling for 
post-war delivery would maintain the 
position of consumers’ durable goods 
that have disappeared from the market 
in the family expenditure pattern. The 
growth of the automobile, refrigerator, 
and other consumers’ durable goods in- 
dustries has depended upon the creation 
of expenditure patterns that permit the 
use of a considerable percentage of fam- 
ily incomes for “family capital’ goods. 
If expenditures for these goods are per- 
mitted to disappear as the result of the 
discontinuance of production, new spend- 
ing habits will be formed and the fight 
to regain a similar percentage of the con- 
sumer’s dollar when production is re- 
stored will be a long one. 








BUYING POWER CLASSIFICATIONS: 
INTRODUCTION 


EVERETT R. SMITH 
Macfadden Publications, Inc. 


HEN THE AMA Committee on 

Buying Power Classifications was 
first set up, the extent of the economic 
and social changes which have since 
made its studies of especial significance 
were not anticipated. 

Originally the function of the Com- 
mittee was to work toward some correla- 
tion in the two methods of classification 
of buying power most commonly used— 
incomes and living levels. Another ob- 
jective was simplification and uniformity 
in ascertaining and reporting such data, 
and in the instruction and training of 
field workers. 

Classifications were worked out by 
two sub-committees under the chairman- 
ship of Wroe Alderson and Archibald 
Crossley. There were set up AMA stand- 
ards for income classification and stand- 
ards for the basic classification of living 
levels by rentals. These two standard- 
ized forms and the card method of secur- 
ing the information have been extensively 
and successfuly used during the past 
year. These AMA standards in card form 
are given with the report by Mr. Cross- 
ley on another page. 

These incomes and rental standards 
were adopted by the Committee for ur- 
ban places. Farm incomes, in relation to 
basic living standards and discretionary 
purchasing power, present a somewhat 
different problem for measurement. This 
has been considered by a sub-comittee 
headed by Dr. Franklin R. Cawl. While 
no conclusions have yet been reached 
that can be correlated directly with the 
AMA urban standards, a picture of the 
problem and the way it is being met will 
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be seen in the article by Dr. Cawl. 

When the Committee undertook its 
work and the two sub-committees set up 
their respective AMA standards, there 
was in general a relation between in- 
comes and rentals or living levels; but 
today the correlation between income 
and living levels has to a large degree 
disappeared. Rents have been frozen and 
otherwise people tend to maintain the 
same basic living standards as in the 
past. However, incomes have shifted 
materially. Many of those in the upper 
living levels are, with fixed incomes and 
living costs, taxes and the like, among 
the new poor with far less money to 
spend for discretionary purchases or for 
what had hitherto been deemed by them 
to be necessities. On the other hand, 
many of those with greatly increased in- 
comes but lower basic living levels and 
rental levels have excess money “looking 
for a place to go.’ 

During 1942 your Committee analyzed 
these changing conditions, studying the 
data available on the subject. Field 
studies in which figures were secured by 
both rentals and incomes, supplemented 
by other data in regard to the family, 
emphasized the fact that neither method 
alone is sufficient. 

It was, therefore, the conclusion of the 
Committee that both rentals and family 
incomes are essential data. The rental is 
a more significant indicator of the basic 
standard of living and habits of the fam- 
ily. The income in relation to the rental 
suggests the buying power of the family 
beyond the essentials of their standard 
of living. 
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The Committee has, therefore, recom- 
mended that in all field studies there be 
ascertained—by the AMA standard list- 
ings—both the rental and the total fam- 
ily income. These twelve groups can of 
course be combined into a fewer number 
of larger groups, according to the re- 
quirements and desires of the organiza- 
tion handling the operation. However, 
by having the field work based upon the 
twelve levels of both rentals and income 
it will be possible to develop broader in- 
formation and data and show relation- 
ship between information secured from 
different studies. 

This approach is now being followed 
by a number of the leading research or- 
ganizations and by severa! large com- 
panies who are leaders in consumer re- 
search. It is urged by the Committee 
that all organizations which can do so 
follow this program and also that they 
report to the Committee as fully as pos- 
sible on their studies. Such reports will, 
of course, be treated as confidential ex- 
cept where otherwise indicated. 

In one recent field study covering a 
cross-section made up of interviews with 
2,000 urban families and in which the 
rental and income cards were used, the 
information was immediately and read- 


ily given by 92.8% of all families inter- 
viewed. Interviewers had been instructed 
that they were not to force replies in any 
sense. The readiness to give this informa- 
tion was 91.4% in A and B levels, 91.3% 
in the C level, and 93.8% in the D and 
E levels. The interviewing organization 
reported that the designation on the 
cards of American Marketing Associa- 
tion name proves to be a useful and defi- 
nite factor in securing ready response. In 
the case of two other organizations which 
have used this method and made ran- 
dom rechecks in relation to the occupa- 
tion, earning rates and the like of family 
members, both organizations reported 
their conviction that the selection given 
by responders was better than 95% ac- 
curate. 

The Committee plans to make further 
studies from the experience and data 
thus developed and to report the results 
of such studies for the benefit of all 
AMA members. 

Anyone desiring further information, 
or having information to offer in this 
field, should communicate with the 
Chairman of the Committee, or with the 
Secretary, Chester Haring, George S. 
Armstrong & Co., Inc., 52 Wall St., New 
York, N. Y. 


THE EFFECT OF THE WAR ON INCOME CHANGES 


ARCHIBALD M. CROSSLEY 
Crossley, Incorporated 


HEN THE Association’s committee 
Y \ on income classifications first met, 
we did not have to contend with frozen 
rentals, rationing and shortages, price 
ceilings, skyrocketing wages in war 
plants, and things of that sort. Such 
problems as we had then have undergone 
many changes. 


As one member of that committee, I 
had two very selfish interests: (a) to find 
a standard way to interpret data; (b) to 
find a reliable means of obtaining a true 
cross-section. You cannot interpret data 
properly which have not been well col- 
lected, so the place to start solving prob- 
lems is on the doorstep of the home. 
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It will be recalled that the only way 
this committee could even approach 
standardization was to set up two divi- 
sions—one favoring dollars, the other de- 
scriptive classifications. Our group fa- 
vored the latter as the more reliable and 
practical, and hoped that somehow a 
way would be found to translate descrip- 
tive groupings into dollars. The recom- 
mendations of a year ago were for the 
use of either or both standards, according 
to twelve units. During the past year 
my organization has used both, having 
proved it possible to ask people to report 
their family incomes. Why they are will- 
ing to do so, and how accurate their in- 
formation is, we do not know, but we 
think the results are not far out of line. 
We still have our fingers crossed, how- 
ever, and wonder what will happen when 
the day of postwar reckoning arrives. 

Granting that dollar data can be ob- 
tained, do we then have what we want? 
The answer is both “yes” and “‘no,” ac- 
cording to our purposes. The answer is 
“yes” in that we have as a yardstick the 
income itself rather than any indicator 
of it. We deal in the same terms as the 
Treasury Department, the employer who 
pays wages, the retailer who trades a 
commodity for some of those wages. And 
if the buying power or use of those dol- 
lars differs within a hundred miles, well, 
that is a local variation of a national 
standard. But the answer is “no” when 
we try to cross-section a city, unless and 
until we can find a means of keeping con- 
tinually checked figures on the distribu- 
tion of incomes. 

One of these days, it may be possible 
to tie income data from an accurate 
cross-section to bank deposits, payrolls 
or some other available totals in such a 
way that fluctuating incomes will work 
in sampling. Until then we must use 
some other means of laying out a city. 
Dollars fluctuate rapidly, even from 


month to month, but people don’t 
change their homes as fast as their for- 
tunes change. Within a city there are so 
many places to live and so many people 
living in them. As our incomes show defi- 
nite signs of long-term rise or fall, we are 
apt to move to a little better or to a little 
less expensive home. So, in general, the 
way we live is a pretty good guide to in- 
come over a long period—not in indi- 
vidual cases, perhaps, because some peo- 
ple spend high ratios and some spend low 
ratios on housing. The division of a city’s 
homes as to type and occupancy still 
seems to be a satisfactory means of 
cross-sectioning. Frozen rentals mean 
that levels fairly close to the 1940 census 
data have been stabilized, and that, with 
allowance for new homes and greater 
occupancy, the census of homes may be 
used as a guide for sampling for some 
time. 

Today, however, the question of pur- 
chasing power demands new viewpoints 
because great changes are taking place. 
Both extremes of income are being 
squeezed toward the center. The pluto- 
crat and the pauper have joined the 
great American middle class. It naturally 
follows that degrees of buying power are 
lessening in importance. In the old 
A-B-C-D-E scale, the E’s are being ab- 
sorbed into the D’s and the A’s into the 
B’s. 

But while the old song is fast reversing 
—the rich get poorer, and the poor get 
richer—our tastes are not necessarily 
changing with the speed of our pocket- 
books. A suddenly fattened purse does 
not shift the radio listener from jive to 
opera, from the Goodwill] Hour to In- 
formation Please, nor does it make Town 
and Country replace True Story on the 
table. We aren’t changing ourselves fun- 
damentally over night, merely because 
we have more or less money to spend—so 
the connoisseurs will try to find ways to 
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obtain quality, and those who never un- 
derstood it will require time to distin- 
guish between quality and mere high 
price. 

For a study of what people do whose 
funds suddenly soar or slump, we have 
thought it desirable not only to ask about 
incomes as of today, but also about in- 
comes before the war. Our question- 
naires then are tabulated by current in- 
come levels and by rising, falling and 
stationary incomes, to see what people 
hear, read and buy. 

Income changes due to the war seem 
to involve three classes of people. 


1. Those serving with the armed 
forces. 

2. Those engaged in war industries. 

3. The general public, changed by the 
war from what it used to be. 


It seems to be just as necessary now to 
divide people into these parts for all 
types of marketing research and polling 
as it was necessary for the Literary Di- 
gest to set up income-level quotas. Nor- 
mally, income strata are determined by 
individual skills, education, training, in- 
heritance and so on. But wartime taxa- 
tion and wartime production and fighting 
needs are reclassifying income sources, 
setting up new determinants to replace 
the old ones. Vanastorbilt and Sweeney 
have the same army pay. Old skills or 
training may help one get along in war 
industries, but new skills are required by 
war needs, and manpower shortages are 
forcing skills among the formerly un- 
skilled, including women workers. If 
you're not in the armed forces, nor in 
war industry, your income most prob- 
ably is being affected by heavy taxation, 
manpower shortages, the closing or cur- 
tailment of business due to war condi- 
tions, and so on. It is not too difficult to 
classify many of these civil industries as 
to whether they are remunerative, or 


not. Obviously, the man who still lives 
on filling station profits skimps along; 
equally obviously there is plenty of work 
for good public accountants. 

So occupations as guides to purchasing 
power are falling into fewer groupings. 
For the armed forces, a three-part divi- 
sion of rank will do. In war industries, 
also, a three-rank system will do. Civil 
industries, good-to-excellent and fair-to- 
poor in wartime opportunity, again 
could take a three-rank division of 
workers. So, for relative purchasing 
power analysis, paid population can be 
divided into Upper, Middle and Lower 
ranks of Armed Forces, War Industries 
and grades A and B of Civil Industries. 

These, however, are classifications of 
individuals. Where only one member of 
a family is gainfully employed, they, of 
course, represent also families. But to- 
day’s needs go beyond income or occu- 
pation of head of family. In many fami- 
lies two or more persons are employed, 
and for correct classification on a pur- 
chasing power basis, we must know oc- 
cupations of all workers. 

With such occupation classification, 
we have a guide to relative buying power. 
Grading of homes by types and sizes 
gives us a guide to relative standard of 
living, supported by records of actual 
purchases, and by check data on tele- 
phones, gas, etc. These factors, together 
with rentals, enable us to edit the inter- 
viewer’s descriptive classification—A, B, 
C, D or E. These we have taken more on 
the basis of normal standard of living 
than on an income basis. Thus a family 
owning a top-class house in poor repair 
but obviously a normal A is so classified 
even though reduced in _ purchasing 
power. And at the other extreme, a fam- 
ily living in a poor type of house and ob- 
viously unaccustomed to sudden buying 
power retains its old grouping for the 
present, on the theory that if the war 
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should end quickly, this family would 
soon return to previous status. 

Markets in terms of people’s ability 
to buy are measured with the use of an 


Tasce I. Torat Famity Income SELECTOR 











-— Yearly Family Income 
1. Under $ 500 a year or Under $ 10.00 a week 
2. $ 500- 74g ayearor $ 10- 14.50 a week 
4 750- 999 a year or Is- 19.50 a week 
i 1000- 1249 a year or 20- 24.50 a week 
¢ 1250- 1499 a year or 25- 28.50 a week 
6. 1500- 1999 a year or 29- 37.50 a week 
. 2 2000- 2499 a year or 38- 47.50 a week 
8. 2500- 2999 a year or 48- 57.50 a week 
9. 3000- 3999 a year or 58- 76.50 a week 
Io. 4000- 4999 a year or 77- 95.50 a week 


—~— 
no = 
, © 


5$000- 7499 a year or 96- 143.50 a week 
7500 & Overayearor 144 or More a week 





income selector—a card showing the 
twelve American Marketing Association 
units (Table I) handed to the informant 
with the request that he or she designate 
the code for the classification to which 
the family income belongs. These, and 


TaBLe II. RENTAL SELECTOR 











Code No. Monthly Rental Groups 
I. Under $ 5.00 
2. $ 5.00- 9.99 
3. 10.00- 14.99 
4. 1§.00- 19.99 
5. 20.00- 24.99 
6. 25.00- 29.99 
% 30.00- 39.99 
8. 40.00-- 49.99 
9- 50.00- 59.99 
10. 60.00- 74.99 
II. 75-0O- 99.99 
12. 100.00 & Over 





similar rental selectors (Table II), we 
have used in many thousands of inter- 
views, and our data on punch cards may 
be combined with similar data collected 
by other members. As such data are con- 
fidential with individual clients, it is not 
possible to present here the actual 


figures, but some indication of possible 
types of study may be obtained in the 
following list of potential cross-analyses 
from two recent reports: 


1. Incomes of a year ago compared 
with today for war-worker families 
and non-war-worker families. (In- 
creases, of course, much more 
notable among war-worker fami- 
lies.) 

2. Rentals of a year ago compared 
with today for war-worker fami- 
lies and non-war-worker families. 
(Higher percentage of increase 
among war-worker families.) 

3. Rental increases, decreases and 
status quo among families with 
increasing, decreasing and status 
quo incomes. By small brackets 
and comparison of 1942 with pe- 
riod before Pearl Harbor. 

4. Income or rental today, and com- 
parison with period before Pearl 
Harbor, by A-B-C-D-E standard- 
of- living groups. 

5. Occupations of each member of 
the family in 1942, compared with 
pre-Pearl Harbor. 

6. Income or rental analysis by oc- 
cupations. 

7. Family income in relation to 
number employed, and in relation 
to total size. 

8. Family income in relation to type 
of home (apartment, housing proj- 
ect, two-family, single family, 
etc.). 

9. Family income, 1942 and before 
Pearl Harbor, by city-sizes and 
by geographical sections. 

10. Changes in family income among 
families with members in the 
armed forces. 


These are a few of the possible types of 
cross-analysis. It is hoped that permis- 
sion will be obtained from clients to 
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release within a few months some of the 
most significant information. 

Income, however, represents only po- 
tential spending. We know that large 
amounts of accumulated earnings are 
going into savings of one kind or another. 
We also know that certain types of 
spending are increasingly rapidly. Long 
hours and night shifts may affect spend- 
ing in several different ways. On the one 
hand, they may stimulate the search for 
recreation for which they provide the 
financial means. On the other hand, 
workers on odd shifts are forced to do 
their buying and to obtain their recrea- 
tion at unusual hours. Leisure time as a 
factor in the spending of war income has 
another aspect in changed exposure to 
media. Reduced and different hours of 
leisure may mean listening to different 
radio programs or not listening at all 
because other members of the family are 
asleep or because the desired programs 
are not available. Hence, more attention 
may be paid to magazines. On the other 
hand, lack of outside recreation attrac- 
tion might lead to more time on both 
media. For those who work at night, es- 
pecially in dim-out areas, outdoor ad- 
vertising loses a portion of its effective 
audience. Purchases are limited to those 
stores open during leisure hours. 

Therefore, in our interviewing, we 
have regarded the question of working 
and leisure hours as having a direct bear- 
ing on the utilization of incomes in war- 
time. In one recent study, more than a 
third of all workers interviewed were 
found to be on the job other than during 
the usual day shift. Many of these were 
women. 

Finally, aside from the volume of in- 
come, the wartime family is quite differ- 
ent from what it was before Pearl Har- 
bor, and it seems more than ever impor- 
tant to record its composition. So far the 


draft has taken mostly those with few 
dependents. The tendency has been to 
disturb as little as possible family heads. 
But as sons have gone into the Army or 
Navy, the buying needs of the family 
have been reduced. As the war pro- 
gresses, small families will be broken up. 
Later the heads of larger families may be 
taken. Reduced family size may mean 
reduced income, reduced expenditures, 
doubling up in the home and all that 
crowded living conditions mean in pur- 
chases. It also means a shift of the former 
responsibilities of male heads to female 
heads—salaries of women workers vs. 
men workers, and so on. 

The effect of the war on income changes 
is only beginning to be felt. The real 
problems of manpower are ahead of us. 
Much has happened in the past year to 
restrain purchases; but so far only the 
first steps have béen taken to hold in- 
comes in check. This year should bring 
about a number of stabilizers in the in- 
come picture. First of all, the Army and 
Navy needs will soon reach their peak. 
Second, war production should work to- 
ward a level. When those things happen, 
we shall be out of the transition stage 
and in the period of full wartime econ- 
omy. Then, with a fairly well fixed rela- 
tionship between armed services, war in- 
dustries and civilian industries, we should 
be able to relate current findings to pre- 
war data. 

How long the wartime economy will 
last is the subject of much guessing. It 
seems reasonable to suppose that it will 
go on for a minimum of two more years, 
and that there will be a period immedi- 
ately following which will have many of 
the same characteristics. In any event, 
the lessons we learn about transition 
from peace to war will stand us in good 
stead when we face transition in the op- 
posite direction. 
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RECENT CHANGES IN FARM ECONOMIC LEVELS 
FRANKLIN R. CAWL 


Director of Research and Sales Promotion 
Farm Journal and Farmer’s Wife 


HE Committee on Buying Power 

Classifications of the American Mar- 
keting Association has been working for 
several years in an effort to determine 
standards for measuring income and liv- 
ing levels. Always in the discussions the 
farm family income seemed to offer prob- 
lems which needed special study. A sub- 
committee was appointed and much 
thought has been given to this phase of 
the general problem. 

It became evident very early that 
there would be many practical difficul- 
ties in attempting to apply the new 
AMA income and rental standards to the 
farm field at this time, since (a) rental 
values on the farm are not comparable 
to urban rentals for equivalent living ac- 
commodations, (b) farm income is not so 
easily determined as urban income, and 
(c) farm income when determined must 
still be divided between farm and living 
operations and the proportion may vary 
from year to year. 

Probably the greatest amount of work 
along this line has been accomplished in 
connection with the Farm Fournal “‘Con- 
tinuing Study of Farm Family Purchas- 
ing” which has been in operation since 
the latter part of 1939 and, therefore, 
offers information on (a) the last normal 
year of living (1940), (b) the year of 
speed-up operations (1941), and (c) the 
first year of the war (1942). 

This study started with more than two 
thousand farm families in one hundred 
and twenty-nine counties in forty-one 
states and was properly apportioned geo- 
graphically for such things as (a) types 
of farms, (b) size of farms, (c) age groups, 
and numerous other indices. The field 


work was done by the Market Research 
Company of America without inter- 
ference from Farm Fournal. The co- 
operators were paid. Neither the investi- 
gators nor the co-operators were at any 
time aware of Farm Fournal’s participa- 
tion and until this year all correspond- 
ence and the collection of material has 
gone through the office of the Market 
Research Company of America. It was 
designed as a purely economic study of a 
market and not as a study of Farm Four- 
nal’s readers. The development of this 
panel is a story by itself and for those 


not acquainted with it literature is avail- 
able. 


CLASSIFYING FARM FaMILIES 


The first attempt to devise an income 
measuring scale was made in Cortland 
County, New York, where urban, farm, 
and rural non-farm families were stud- 
ied together under similar conditions. 
From this study there was developed a 
list of factors to be used in classifying 
families, as follows: 


Cold running water in kitchen 
Hot running water in bathroom 
Basement furnace 

Cook stove other than range 
Mechanical refrigerator 
Porcelain kitchen sink 
Mechanically heated iron or ironer 
Medicine cabinet 

Telephone 

10. Electricity 

11. Farm value over $5,000 

12. Passenger car 
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The ownership of ten or more items in 
the foregoing list was used to indicate a 
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top grade or “A” family. The ownership 
of seven, eight or nine placed the family 
in the “B” level; while four, five, or six 
constituted a “C” family; and three or 
below indicated a “‘D” level. Each fam- 
ilv* was carefully graded and placed in 
one or the other of these classes. No 
families have been added to the original 
group. 

There is available the yearly change in 
composition of the family and the change 
in economic status as indicated by the 
purchase of any of the commodities in 
the scale. Families are not changed, how- 
ever, from class to class, but remain in 
the original grouping, and their purchas- 
ing habits are studied within the group. 


CHANGES IN FARM INCOME AND 
SPENDINGS 


The first study of total purchases took 
the same families for January, February, 
and March, 1941 and 1942. These fami- 
lies, the records indicated, spent about 
seventeen per cent more in 1942 than in 
the same period of 1941. In order to de- 
termine whether all commodities shared 
equally in that rise, food and drug pur- 
chases were studied separately. Drug 
purchases increased slightly over eight 
per cent while food and grocery pur- 
chases were found to be twenty-six per 
cent ahead in 1942. 

Many things may account for these 
changes, but at least two of them should 
be checked carefully before we go fur- 
ther. The first one—change in size of 
family—is shown in Table I in which we 


Tase I. CHANGE IN Famicy Size, 
JANUARY 1940 TO JANUARY 1943 








Class of Family Percentage Decrease 





A 


1.4 
B 2.7 
Cc 3-5 
D 4-2 





* White families only were included in this study. 


see that between January 1940 and Jan- 
uary 1943 family size became smaller 
and variations occurred between the dif- 
ferent economic levels which are signifi- 
cant. 

The second check should be the change 
in position or class. Since Class A is the 
highest there was no change there. 
Among the B class families, however, 
33-97% of the original co-operators had, 
from January 1940 to January 1943 in- 
dicated changes which would have placed 
them in the A class level. In the same 
way 30.8% of the C group had appar- 
ently developed to B level and 51.6% of 
the D group had met the original qualifi- 
cations of the C families. This shift defi- 
nitely bespeaks the better times we have 
heard much about, but of which we have 
little concrete evidence except through 
this study. However, this analysis of the 
basic groups does not tell the entire 
story, and we much look at the purchas- 
ing habits (total) of these groups during 
1941 and 1942. So far we have been able 
to complete this study for the months of 
April, May and June of the two years, 
but the results, as shown in Table II, are 
very interesting and should be studied 
carefully. 

Taste II. Per Cent or Increase on DECREASE IN 

Expenpitures BY Income Groups For APRIL, 


May, AND JUNE 1942 OVER CorRESPOND- 
ING PERIOD OF 1941 








Class of Family Percentage Change 





A 27.1 decrease 
B 13.6 “ 
Cc 48.3 increase 
D na = * 





This information definitely shows that 
C and D families are not only getting 
more money than they did, but are actu- 
ally spending more for things that they 
can buy now. By the same token, how- 
ever, it does not prove that A and B 
families are making less, particularly 
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when we consider the up-shift in the top 
families which was discussed above. A 
study of individual co-operators shows 
that 53.3% of the A and B families did 
spend less in total in 1942 during the 
period studied, but the reason is that 
there was excessive buying in 1941 of all 
kinds of heavy equipment, such as trac- 
tors, trucks, silos and durable home 
equipment. When the known purchases 
of this farm equipment were removed 


Taste III. Ratio or Expenpirures: AVERAGED FOR 
1941 & 1942 BY INcomE LEVELS 











Class of Family Expenditures 
A 620 
B 420 
Cc 230 
D 100 





from the co-operators’ records in 1941, 
the remaining purchases were below the 
1942 expenditures. This indicates that 
they had money as usual in 1942, but 
since they could not spend it for durable 
goods they spent at least some of it, in 
larger amounts than usual, on other ad- 
vertised merchandise. 

Turning to the C and D co-operators 
we find that 66.7% of them spent more 
in 1942 than they did in 1941. They did 
not show any large purchases in 1941 for 
farm machinery or equipment, probably 
because they did not have the money. 
During the 1942 period when their in- 
come was up they spent for food, drugs, 
clothing and the like. As nearly as we can 
check at this time there was an increase, 
not only in quantity of merchandise pur- 
chased, but in quality also. This, how- 
ever, needs further study. One thing does 
stand out rather clearly and that is, if 
their spending continues as it has, these 
groups will not have money laid aside by 
the end of the war for the purchase of 
durable goods for either farm or home. 

Before we turn to the happenings by 


commodity groups, we should determine 
the relation of spending between the in- 
dividual income groups. This is given in 
Table III, in which expenditures of class 
D families are equal to 100. 

Since in our study the total of the A 
and B families co-operating about equals 
those in the C and D groups, it is fair to 
say that the above table indicates that 
the upper half of the families make about 
76% of the farm purchases. This figure 
would be even higher for the years 1940 
and 1941 than for 1942 alone. A study 
of this shift will be made later and more 
information given at another time. It can 
merely be pointed out that there was a 
noticeable closing of the gap between the 
two groups in 1942. 

It would be well to consider here the 
fact that the upper two levels may be 
saving for income and other tax pur- 
poses in greater proportion than the two 
lower levels. This could readily be due to 
the fact that the upper groups have faced 
these things before and realize the heavy 
new burdens that are coming while the 
lower groups do not. 


SHIFTS IN Farm Buyinc Hasirts 
FOR CERTAIN COMMODITIES: 
(1) SucaR 


All of the changes that have been 
noted above have caused great changes 
in the routine buying habits of the con- 
sumer. It is really too early to see the ef- 
fects of rationing, but the irregularities 
preceding rationing have in themselves 
upset buying and with the new packag- 
ing, new commodities and other changes 
that are appearing, there is much for the 
manufacturers of nationally advertised 
merchandise to think about. 

One of the first commodities rationed 
(sugar) has given us an excellent oppor- 
tunity to see what really happens in a 
case of this kind. We have found that 
during five months of 1941 sugar con- 
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sumption was almost the same each 
month at a pound a week per person on 
the farm. During the other months there 
was a steady rise through September 
with a slight decline in October. By fig- 
uring the increase above normal for the 
seven months we found that the average 
farm family uses about seventy-five 
pounds a year for canning. After Pearl 
Harbor (January, 1942) approximately 
24% of the families had purchased extra 
sugar to an extent which made the aver- 
age for January 1942 14% above that of 
January 1941. We were interested and 
pulled out the specific records to see how 
it was recorded. Frankly, these house- 
wives made no bones at all about record- 
ing as high as six purchases from six 
stores in one day and telling us the 
amount of each purchase which usually 
ran between ten and twenty-five pounds. 
About the end of January a statement 
from Washington made it clear that 
when rationing actually came it would 
be necessary to declare all the sugar on 
hand. This statement was evidently 
taken very seriously for there was prac- 
tically a complete stoppage by those 
women who did the multiple purchasing 
in January, a lessening of the number of 
purchases on the part of others and a 
drop of over nine per cent in the per 
capita poundage in February over the 
February 1941 figures. This illustration 
shows that while there was not a com- 
plete stoppage of sugar buying in Feb- 
ruary to offset the January over-buying, 
people will in general follow the direc- 
tions given to them, especially if it is 
made clear to them that they may lose 
if the directions are not followed. Sugar is 
not a nationally advertised article and 
the switches that take place are not so 
far reaching as we find in some other 
commodities, but it does have an indirect 


bearing on flour which will be touched 
on later. 


(2) CorrEE 


One of the most interesting studies we 
have made is in relation to coffee. Here 
we found a very normal picture for al- 
most two years. The A & P regularly- 
took twelve or thirteen per cent of all 
purchases and fifteen per cent or a little 
more of the tonnage. Chase and Sanborn 
showed certain effects of starting to push 
glass containers. Maxwell House showed 
up very well in the medium to high grade 
coffee. Hills’ Brothers progress across the 
country was very marked and Folger’s 
dominated all brands in two of the geo- 
graphic areas of the country, which gave 
it a higher ranking nationally in total 
poundage sold than might be expected. 

The first noticeable change was an in- 
crease in the average price paid for coffee 
by group D members. This did not show 
up in the A group at all and not to the 
same extent in either of the other groups. 

The second change was the increase in 
sales of vacuum packed coffee. This was 
much more noticeable in certain areas of 
the country than in others. The west 
coast seemed less affected than the 
others. This may have been due to the 
fact that least affected areas have been 
used to vacuum pack, while others have 
clung to the loose variety. Naturally, you 
would not get as great an increase in 
vacuum pack areas as you would in other 
areas, but the very fact of a sudden rise 
seemed to indicate that some hoarding 
was taking place. 

There was next noticed an increase in 
such drinks as Postum, decaffeinated cof- 
fees and soluble coffee. It just seemed as 
though people were aware that sooner or 
later there would be a shortage and they 
started to try out all of the other drinks 
that might take the place of coffee. 

This period did not last very long and, 
of course, was not entered into by the 
majority of coffee users. The period that 
followed we all know—coffee shortage, 
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voluntary rationing by stores, and fi- 
nally actual rationing. During this period 
there was an absolute disregard of 
brands shown on the records. People who 
had been confirmed users of one brand 
were recording the purchase of anything 
they could get, loose or packaged seemed 
to make no difference. 

During this kind of upset period peo- 
ple are at first very much put out and 
hope for the day when they can again 
obtain their original brand. After a while, 
however, they are likely to find another 
brand which tastes just about as good or 
they drink some new brand long enough 
to become accustomed to it. 

A disruption such as we aie going 
through is fraught with great danger to 
nationally advertised brands, unless ad- 
vertisers wisely use the period to convert 
as many customers as they lose and con- 
stantly resell their old customer as 
soon as they can be reached with their 
original brand again. 

There are other dangers, however, and 
we might as well face them. Substitute 
drinks are having the best forced sam- 
pling period they ever had. It is probable 
that many people will discover that they 
get along just as well and perhaps better 
by using these new drinks than they did 
when they used coffee. This might even 
reach a point where coffee growers would 
find their product endangered by the 
rise of other drinks. 

One bright spot, however, is the very 
rapid growth of soluble coffee, particu- 
larly NesCafe which seems to have made 
strides far beyond similar coffees. A de- 
velopment like soluble coffee seems to 
have all the elements of successful intro- 
duction into our present living scheme. 
But think what the consequences may 
be! Manufacturing plants may be built 
in the coffee growing countries and all 
processing done there. This would give 
work to many people in these countries, 


but probably deprive many more than 
that number of work in our country. 
After preparation it is probable that one 
of the new transport planes could carry 
as much of the concentrate as would nor- 
mally come from a boat load of coffee in 
the bean. Time of transportation would 
be cut, handling charges would go down 
and it would certainly be easier for the 
housewife to use. However, still another 
American industry would be destroyed, 
for there would no longer be need for the 
old coffee pot, the percolator or the glass 
type of coffee maker. 

It is such embryo developments as 
soluble coffee that need close watching 
when the whole industry is in a state of 
flux, when brand loyalty is at low ebb, 
and consumer willingness to try any new 
brand is at its height, even though some- 
what forced. As in this case also we need 
to watch allied industries, all avenues of 
distribution and methods of transporta- 
tion. 


(3) Firour 


Turning now to another commodity 
in general use—flour—our records show 
that there has been a general falling off 
in those types requiring the use of sugar. 
The two most generally used are all- 
purpose and cake flour. There seems to 
be no falling off in pancake or waffle 
flours or in the ready-mixed flours which 
do not require sugar. 

Although the rationing of sugar is a 
large factor in the decline of flour sales, 
there are two others which should be 
considered. First, is that many women 
have entered industry and no longer 
have time for making all the bread, 
cakes and pastries they once did. Second, 
farm women who have been the largest 
users have had to change their work to 
some extent by doing more outside work 
to make up for the lack of ordinary farm 
labor. 
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To be sure, bread deliveries to the 
home have been cut to some extent, but 
so far it seems to be convenient enough 
to obtain all the bread and baked goods 
necessary either by wagon or at the 
store. The purchase of ready baked 
bread has not declined on the farm It is 
really showing a slight tendency to ad- 
vance. If this situation continues, it is 
going to convert many previous flour 
users into permanent users of ready-made 
goods long before they can get back to 
normal housekeeping. 

Conditions of this kind, which exist in 
many industries, throw a definite chal- 
lenge to the manufacturers. In this case 
there should be advertising involving the 
theme that every loaf of bread, every 
biscuit, every cake, and every cookie 
baked at home releases manpower for 
war purposes and makes a product ever 
so much more tasty for the hungry 
worker coming home. New recipes with 
less sugar, less butter and fewer eggs 
should be developed by manufacturers 
as they are in the farm kitchen and at 
farm publications. Remember, flour is 
not on the restricted list yet and could 
be promoted energetically to the profit 
of the whole fiour industry. 

Just a suggestion about the future. If 
the millers of the country are not going 
to go after the home market in an ener- 
getic way, it would seem from the signs 
we already see, that it would behoove 
them to find other products like plastics 
and rubber to make out of their product 
and be ready to give them to the public 
when this period is over. 


(4) CANNED Soups 


_ Shortly before war was declared the 
tin situation appeared to be trouble- 
some, and by the time the canners 
met last January it was evident that 
drastic steps would have to be taken to 
see that only essential commodities were 


canned. Among the manufacturers upset 
were most of the canned soup makers. 
These manufacturers have done an ex- 
cellent job in re-adjusting their products 
and processes; but when we stop to ana- 
lyse, it is just the type of time desired by 
that new fledgling—dehydrated soup— 
to put on a spurt and try to become thor- 
oughly entrenched in the market. Our 
figures for the first six months of 1942 
show that already half as many families 
on the farm are using dehydrated soup 
as regularly use canned soup. From this 
it is easy to see the threat to the manu- 
facturers who have for years been pro- 
moting the use of ready made soups. 

Apparently sensing the fact that new 
soup recipes were going to come on the 
market from the old-line manufacturers 
and while complete lines of these same 
manufacturers were depleted, the new- 
comers have put on special drives and are 
making friends. They have many things 
in their favor such as price, size of pack- 
age for storage, quantity of product pro- 
duced, ease of preparation, and with 
many of them an equally good flavor 
when compared to the canned ready- 
to-eat soups. Add to this the fact that 
several favorably known manufacturers 
of other products are sponsoring the new 
dehydrated soups and you have a trouble- 
some problem for the canned soup man- 
ufacturers. 

There are problems for the dehydrated 
soups to overcome, such as packaging 
and the scarcity of varieties so far manu- 
factured, but even at that there could 
not be a better time for them to enter the 
market to educate and convert the con- 
sumer. 


IMPORTANCE OF THE CONTINUING 
PANEL Stupy IN A CHANGING 
Economy 


The foregoing illustrations are but a 
few of those we have noted from our 
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Continuing Study of Farm Family Pur- 
chasing. They are not the information we 
set out to find, but as world events have 
changed, they have become a most im- 
portant line of approach to the problems 
of today. 

Changes are going to take place still 
more rapidly than they have to date just 
as long as the war continues. When it is 
over there will be such a complexity of 
situations existing that without some 
such yardstick as we have employed for 
measuring income, brand preferences, 
new developments, changes in family 
size, family migration, and innumerable 
other things, marketing men will find 
themselves hopelessly engulfed by prob- 
lems about which they know almost 
nothing. In that situation, business 
which itself will be trying to get back to 


peace time operations, will not be able 
to wait for the marketing men to find 
out. It will find other brains to answer its 
problems and much of the excellent work 
of developing a scientific approach to 
markets will be lost. 

The continuing panel operation which 
we have used has opened up a new field. 
It is not perfect, but as it is worked with 
and developed it will show even more 
flexibility and reliability than it has to 
date. So far it has been unusually ac- 
curate. As we go into the fourth year, 
even though it is with the smaller group 
of three hundred co-operating families 
from which the facts of this entire paper 
have been derived, it appears to be an 
excellent base from which to obtain di- 
rectional guidance for a large number of 
marketing problems. 
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OCCUPATIONAL CLASSIFICATION FOR 
MARKET RESEARCH 


DONALD M. HOBART 
The Curtis Publishing Company 


Epiror’s Note: Mr. Hobart reports as chairman of the 
4.M.A. Committee on Occupational Classification. 


S$ MARKET research becomes a more 

widely used tool of management, 
there is greater need for standardized 
terminologies and standardized tech- 
niques, so that surveys will be compara- 
ble. Because of this need, in February, 
1942, Dr. Virgil D. Reed, as president of 
the American Marketing Association, 
appointed a committee on Occupational 
Classification, composed of D. E. Robin- 
son, Paul W. Stewart, Raymond A. 
Robinson, Alba M. Edwards (non-mem- 
ber consultant), and the writer as chair- 
man. The committee’s instructions were 
“to study present practices in the use of 
occupational classifications in marketing 
and recommend standard procedures in 
tabulation, use and presentation.” 

A first step in the committee’s work 
was to send an inquiry to a considerable 
number of research men. Answers to this 
inquiry indicated little standardization 
in current occupational classification in 
market research; in fact, many systems 
of classifications reported were so vague 
as to be subject to frequent misunder- 
standing and misinterpretation. The 
most constructive work was found to be 
that of the Interdepartmental Commit- 
tee on Occupations, sponsored by the 
American Statistical Association and the 
Central Statistical Board, whose conclu- 
sions formed the basis of the recom- 
mendations of the present committee. 

A standardized system of occupational 
classification suitable for wide use must 
have three characteristics: 


(1) It should be related to classes used 


by the Bureau of the Census in 
order that basic census material 
may be related to surveys. 

(2) It should be simple enough to 
allow easy use in field work and to 
allow objective coding decisions 
for machine tabulation. 

(3) It should be flexible enough to 
meet the requirements of different 
kinds and sizes of surveys and to 
allow latitude in analysis and pres- 
entation of results. 


OccuPATIONS 

The procedures which are recom- 
mended in this report meet these re- 
quirements in every respect. The twelve 
broad occupational classes recommended 
are shown in Table I and are taken di- 
rectly from the Census “Alphabetical 
Index of Occupations and Industries.” 


Taste I. Mayor CiassiFicaTion OF OccUPATIONS 








Ist 
Column 
Code 


Occupational Class 





V__ Professional and Semi-professional Workers 

Farmers and Farm Managers 

Proprietors, Managers & Officials except Farm 

Clerical, Sales and Kindred Workers 

Craftsmen, Foremen & Kindred Workers 
(Skilled) 

Operatives & Kindred Workers (Semi-skilled) 

Domestic Service Workers 

Protective Service Workers 

Service Workers except Domestic & Protective 

Farm Laborers and Foremen 

Laborers except Farm (Unskilled) 

Housewives & All Others Not Gainfully Em- 
ployed 


* The symbol ““X” has been added to the Census code 
to handle individuals who have no occupation or classes 
such as Retired, Widows, Students, and Housewives. 
Exhibit 1 shows how these can be handled. (See later 
discussion of housewives.) 
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It seems unnecessary to discuss the 
desirability of utilizing a census back- 
ground. The basis of the major contribu- 
tion made by the Census is found in the 
book “Alphabetical Index of Occupa- 
tions and Industries,” prepared by the 
Bureau of the Census. The index may be 
obtained from the Superintendent of 
Documents, Washington, D. C., at a 
cost of $1.25 per copy. 

For those using machine tabulation 
this grouping of major classifications of 
occupations can be handled on one col- 
umn of a punch card by using code sym- 
bols as shown in the left-hand column. 
The groups can be combined easily and 
thus are well suited for those who want 
to use broad descriptive terms for occu- 
pations such as white collar, wage earner, 
etc. Also the groupings are convenient 
for those who wish to use such classifica- 
tions in presentation as executive, pro- 
prietor, clerical, skilled and semi-skilled 
workers, etc., since these classes can be 
made from the basic classes recom- 
mended. 

It seems clear to the Committee that 
this basic census classification of twelve 
classes should be used as the broad base 
on all occupational jobs. Many com- 
panies, however, want additional detail 
on larger jobs. For those organizations 
we recommend additional subclasses such 
as those shown in Exhibit I (at the end 
of report). These subclasses can be han- 
dled on a second column of a punch card 
and give ample detail for most surveys. 


InpusTRY CLASSIFICATIONS 


Many organizations, especially on 
large surveys, tabulate information on 
the industries in which the people in- 
terviewed are employed. This elabora- 
tion can be accomplished by adding the 
census Industry Classification codes, 
which can be covered by two columns on 
the punch card as indicated in Exhibit 
2 (at end of report). This type of analysis 


is particularly important in such things 
as a detailed analysis of retailers by kind 
of store or in showing all those employed 
in manufacturing. 


Use 1n INTERVIEWING AND CoDING 


These procedures of occupational clas- 
sification are easy to utilize in the field 
and simplify coding and tabulating. In 
the field the interviewer secures a de- 
tailed description of the occupation. To 
this description can be added the nature 
of the employing company and/or the 
industry to provide data for the industry 
classification. 

In coding and tabulating, the book 
“Alphabetical Index of Occupations and 
Industries” sets a standard which en- 
ables many coders on a job or coders on 
many jobs to arrive at the same classifi- 
cation in every case from the same infor- 
mation on the questionnaire. This basis 
for objectivity in coding is particularly 
important because it seems to be the 
only way that organizations conducting 
research can treat occupations in a uni- 
form manner or have their analysis com- 
parable with census data which they may 
be using for comparison or checking of 
their sample. 


Tue Copinc Process 


Briefly, this book contains, besides 
summary classifications, approximately 
500 pages of individual occupation list- 
ings. For each of these occupations or 
jobs there has been assigned a three digit 
code number. For instance, stenographer 
is listed in the book as 236, photoen- 
graver is 388, spot welder is 464. The first 
digit in each of these codes places the 
occupation in one of the twelve broad 
occupational classes. Thus a stenogra- 
pher belongs to the “Clerical, Sales and 
Kindred Workers” group, a photoen- 
graver to the “Craftsmen, Foremen and 
Kindred Workers” group, and a spot 
welder to the “Operatives and Kindred 
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Workers” group. This may be all the 
coding necessary if only these twelve 
broad groups are to be used. 

When more detail is required and, in 
terms of machine tabulation, the two- 
column code is to be used, the process is 
still simple and can be carried out with 
accuracy. It can be described best by 
using a specific example. In answer to the 
question about occupation and type of 
business, the questionnaire shows, let us 
say, ‘‘stripper in a tire factory.” The 
first step in coding is to refer to the 
Census Index, where stripper is lisied 
alphabetically in a number of industries, 
among them “rubber (tire) factory.” 
Two groups of figures or symbols follow 
the description. The first group, a three- 
column code, represents the occupation; 
the second, a two-column code, repre- 
sents the industry. 

Following the listing “‘stripper—rub- 
ber (tire) factory,” the first group of 
figures or codes is 988. Reference to 
the list of occupations shown in Ex- 
hibit 1 and to the group there beginning 
with g reveals to the person coding that 
“all index numbers beginning with 9 are 
coded 91, the class for laborers. 

The next step involves the second 
group of symbols or codes in the Census 
Index, which represents industry. For 
“stripper—rubber (tire) factory” the 
symbol 2V is specified. The list of Indus- 
try Classifications shows that 2V is listed 
under the Industrial Group D—Manu- 
facturing—and it represents “Rubber 
Products.” Thus the response “‘stripper 
in a tire factory” is finally coded g1-2V. 
When the tabulation is run and set up, 
the respondent will be included in the 
group—“Laborers except Farm” by oc- 
cupation and by industry he will be in 
the broad group “Manufacturing” or if 
further breakdown is desirable—‘“‘Manu- 
facturing—Rubber Prc “ucts.” 

Besides the industry code which ac- 
companies each occupation in the occu- 


pational list, there is also a separate al- 
phabetical industry code included at the 
back of the Census code book. It is neces- 
sary to refer to this in cases where a 
given occupation may be included in any 
number of industries, in which cases 
“Ind” instead of an actual code is given 
where the industry code would ordinarily 
appear in the main occupation list. 


HovusEwWIVES 


Because of the importance of the 
housewife in many surveys, arrangement 
must be made for special listing because 
“Housewife” is not listed as an occupa- 
tion by the Census. This has been han- 
dled by adding a major classification 
“Housewives and All Others Not Gain- 
fully Employed.” This is covered by the 
symbol “X.” 

To give real flexibility to the method, 
this classification is broken down in de- 
tail as shown in Table II. 


Taste II. Housewives anp ALL OTHERS 
Not GAInFru.__y EmMpLoveD 











Code Sub-classes 
X1 Housewives 
X2 Widows 


X3 Students 

X4 Retired, Pensioners, Disabled Veterans 
X5 Not Employed 

Xo Occupation not given 





In surveys where housewives are an 
important part of the total, this group 
can be lifted out and made a part of the 
basic occupational grouping. 

Your Committee believes that the 
recommended procedures provide a work- 
able starting point in this occupational 
field and welcome the advice and sug- 
gestions of our members to further the 
acceptance of an American Marketing 
Association method of occupational clas- 
sification. 

Although the more detailed occupa- 
tional classification and the industry 
classification given in the following two 
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exhibits are available from government 
sources, it seems wise to reproduce them 
here in convenient form for ready office 
reference by research people who wish to 
apply the system of classifications rec- 
ommended by the committee. 


ExuiBitT I 


MAJOR CLASSIFICATION OF OCCUPATIONS 


U. S. Census—1940 


Ist 2nd 
Column Column 
Code* Code 
Professional and Semi-Professional Workers 
V__ Professional workers 1-8 

V__sSemi-professional workers 9,0X,V 

Proprietors, Managers and Officials 

o Farmers and farm managers 1-3 

1. Proprietors, managers and officials, 
except farm 1-4 

Clerical, Sales and Kindred Workers 

2 Clerical and kindred workers 1-6 

2  Salesmen and saleswomen 7-9 

3 Craftsmen, foremen and _ kindred 
workers (Skilled) 1-2 

4 Operatives and kindred workers 
(Semi-skilled) I 

5 Domestic service workers 1-2 

6 __— Protective service workers 1-4 

7 Service workers except domestic and 
protective I-9 

Laborers 

8 Farm laborers and foremen I-2 

9 Laborers except farm (Unskilled) I 

X Housewives and All Others Not 
Gainfully Employed I-5,0 

Professional Workers 
V1 Lawyers and judges 


V2 


Physicians and surgeons 
Dentists 
Osteopaths 
Pharmacists 
Trained and student nurses 
Veterinarians 
Clergymen 
Teachers (except art, dancing, music, athletics) 
College presidents, professors and instructors 
County agents and farm demonstrators 
Engineers, technical 
Chemical 
Civil 
Electrical 
Industrial 
Mechanical 


* Same as in “Index of Occupations and Industries,” 
Census—1940. 





V7 


V8 


VV 


ol 
o2 
03 


Il 


12 


13 
14 
15 
16 


17 


Mining and metallurgical 
Chemists, assayers, metallurgists 
Architects 
Musicians and music teachers 
Authors 
Editors and reporters 
Artists and art teachers 
Actors and actresses 
Miscellaneous professional 

Librarians 

Social and welfare workers 

Professional workers N.E.C. 


Semi-Professional Workers 


Optometrists 
Chiropractors 
Healers and medical service workers N.E.C. 
Designers 
Draftsmen 
Surveyors 
Dancers, dancing teachers, chorus girls 
Showmen 
Athletes 
Sports instructors, officials 
Miscellaneous semi-professional 
Laboratory technicians and assistants 
Technicians except laboratory 
Radio and wireless operators 
Aviators 
Photographers 
Funeral directors and embalmers 
Religious workers 
Semi-professional N.E.C. 


Proprietors, Managers and Officials (Farm) 


Farmers (owners and tenants) 
Farm managers 
Owner-manager unspecified 


Proprietors, Managers and Officials 


(Other than Farm) 
Inspectors, U. S. 
- State 
. City 
. County & Local 
Postmasters 
Officials, U. S. 
6 State 
2 City 
. County & Local 
Credit men 


Buyers and dept. heads, store 
Floor men & floor managers, store 
Conductors, Railroad 
Proprietors, managers & officials—retail 
Proprietors, managers & officials—wholesale 
Proprietors, managers & officials—business and 
personal service 
Miscellaneous managerial workers 
Advertising agents 
County buyers, shippers of livestock & other 
farm products 
Purchasing agents & buyers N.E.C. 
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21 


22 


23 


24 


25 
26 


28 


29 


Managers & superintendents, bldg. 
Officers, pilots, pursers & engineers, ship 
Officials, lodge, society, union, etc. 
Proprietors, managers & officials N.E.C. 


Clerical, Sales &@ Kindred Workers (Clerical) 


Bookkeepers, accountants & cashiers 
Ticket, station & express agents 
Stenographers, typists & secretaries 
Office machine operators 
Telephone operators 
Telegraph operators 
Mail carriers 
Baggage, transportation 
Express messengers and railway mail clerks 
Messengers, errand and office boys and girls 
Telegraph messengers 
Miscellaneous office clerical 
Attendants, physicians and dentists’ offices 
Attendants and asistants, library 
Shipping & receiving clerks 
Collectors, bill and account 
Agents N.EC. 
Clerical & kindred workers N.E.C. 


(Salesmen and Saleswomen) 


Insurance agents and brokers 

Real Estate agents and brokers 
Salesman, finance, brokerage and commission 
firms 

Travelling salesmen and sales agents 

Auctioneers 

Canvassers and solicitors 

Hucksters and peddlers 

Newsboys 

“Clerks” in stores 

Demonstrators 

Salesmen and saleswomen N.E.C. 


Craftsmen, Foremen (8 Kindred Workers (Skilled) 


31 


32 


4l 


Carpenters 

Cabinet makers 

Pattern & model makers, except paper 

Etc. 

All index numbers beginning with 3 except fore- 
men 

Foremen 


Operatives & Kindred Workers (Semi-skilled) 


Laundry operatives & laundresses except private 
family 

Mine operatives & laborers 

Painters, except construction and maintenance 

Chauffeurs & drivers, bus, taxi, truck and tractor 

Deliverymen 

Motormen, street, subway and elevated railway 

Motormen (vehicle) mine, factory, logging camp, 
etc. 

Apprentices 

Blasters and powdermen 

Chainmen, rodmen and axmen, surveying 

Asbestos & insulation workers 

Welders and flamecutters 


Si 


$2 


61 
62 


63 


64 


72 
73 
74 
75 


76 
77 


79 


81 


82 


g!I 


Furnacemen, smelter men & pourers 
Heaters, metal 

Buffers and polishers 

Filers 

Grinders 

Conductors, bus & street railway 
Brakemen, railroad 

Switchmen, railroad 

Sailors & deck hands, except U. S. Navy 
Etc. 

All index nos. beginning with 4 


Domestic Service Workers 


Servants, private family 
Laundresses, private family 
Housekeepers, private family 


Protective Service Workers 


Firemen, fire department 
Policemen & detectives, govt. 
. . . other 
Sheriffs & bailiffs 
Marshals & constables 
Guards, watchmen, doorkeepers 
Watchmen, crossing & bridge tenders 
Soldiers, sailors, marines and coast guards 


Service Workers except Domestic &8 Protective 


Barbers, beauticians and manicurists 
Boardinghouse & lodginghouse keepers 
Housekeepers, stewards and hostesses except 
private family 
Cooks, except private family 
Bartenders 
Waiters and waitresses, except private 
Charwomen and cleaners 
Janitors and sextons 
Porters 
Servants except private family 
Practical nurses and midwives 
Miscellaneous service workers 
Elevator operators 
Ushers 
Attendants—recreation and amusement, pro- 
fessional and personal services, hospital, etc., 
N.E.C, 
Bootblacks 


Laborers (Farm) 


Farm laborers, wage workers 
. ” unpaid family workers 
Farm foremen 


(Except farm and mine) 


Fishermen and oystermen 

Lumbermen, raftsmen and woodchoppers 
Longshoremen and stevedores 

Teamsters 

Garage laborers and car washers and greasers 
Gardeners (except farm) and groundkeepers 
Laborers N.E.C. 

(All index numbers beginning with 9) 
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Housewives and All Others Not 
Gainfully Employed 
X1 Housewives 
X2 Widows 
X3 Students 
X4 Retired, pensioners, disabled veterans 
Xs5 Not employed 
Xo Occupation not given 


ExuIBIT 2 
INDUSTRY CLASSIFICATION 


Industries and Industrial Groups, 
with Their Symbols 


A—AGRICULTURE, FORESTRY, AND FISHERY 
Symbol 


VV Agriculture 
Vo Forestry (except logging) 
V1 Fishery 
B—MINING 
V2 Coal mining 
V3 Metal mining 
V4 Crude petroleum and natural gas production* 
Vs Sand and gravel production 
V6 Stone quarrying 
V7 Miscellaneous nonmetallic mining 
V8 Not specified mining 


C—CONSTRUCTION 


Vg Construction 


D—MANUFACTURING 
Food and Kindred Products: 
XV__sCiBakery products 


Xo _—s Beverage industries 

X1 Canning and preserving fruits, vegetables, and 
sea food 

X2 Confectionery 

X3 ~—SCdDairy products 

X4 = Grain-mill products 

Xs5 Meat products 

X6 = Miscellaneous food industries 


Tobacco Manufactures: 


X7 Tobacco manufactures 


Textile-mill Products: 


X8 Cotton manufactures 
Xg —— Silk and rayon manufactures 


oV  ~— Woolen and worsted manufactures 

00 Knit goods 

ol Dyeing and finishing textiles 

02 Carpets, rugs, and other floor coverings 
03 Hats (except cloth and millinery) 

04 Miscellaneous textile goods 

05 Not specified textile mills 


* Includes natural gasoline production. 


Apparel, and Other Fabricated Textile Products: 
Symbol 
06 Apparel and accessories 
07 Miscellaneous fabricated textile products 
Lumber, Furniture, and Lumber Products: 
08 Logging 
09 Sawmills and planing mills 


1¥V___‘ Furniture and store fixtures 
10 Miscellaneous wooden goods 


Paper and Allied Products: 
11 Pulp, paper, and paperboard mills 
12 Paperboard containers and boxes 
13 Miscellaneous paper and pulp products 
Printing, Publishing, and Allied Industries: 
14 Printing, publishing, and allied industries 


Chemicals and Allied Products: 


15 Paints, varnishes, and colors 
16 Rayon and allied products 
17 Miscellaneous chemical industries 


Petroleum and Coal Products: 

18 Petroleum refining 

19 Miscellaneous petroleum and coal products 
Rubber Products: 

2V~— Rubber products 


Leather and Leather Products: 


20 Leather: tanned, curried, and finished 
21 Footwear industries (except rubber) 
22 Leather products (except footwear) 


Stone, Clay, and Glass Products: 


23 Cement, and concrete, gypsum, and plaster 
products 

24 Cut-stone and stone products 

25 Glass and glass products 

26 Pottery and related products 

27 Structural clay products 

28 Miscellaneous nonmetallic mineral products 


Iron and Steel and Their Products: 


29 Blast furnaces, steel works, and rolling mills 
3V__—s Tin cans and other tinware 
30 Miscellaneous iron and steel industries 


Nonferrous Metals and Their Products: 


31 Nonferrous metal primary products 
32 Clocks, watches, jewelry, and silverware* 
33 Miscellaneous nonferrous metal products 


Machinery: 


34 Agricultural machinery and tractors 
35 Electrical machinery and equipment 


* Includes metal engraving (except for printing pur- 
poses), plating, and polishing. 
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Symbol 


36 Office and store machines, equipment, and 
supplies 
37 Miscellaneous machinery 


Transportation Equipment: 


38 Aircraft and parts 

39 Automobiles and automobile equipment 

4V_—_ Ship and boat building and repairing 

40 Railroad and miscellaneous transportation 
equipment 


Not Specified Metal Industries: 
41 Not specified metal industries 


Miscellaneous Manufacturing Industries: 


42 Scientific and photographic equipment and 
supplies 
43 Miscellaneous manufacturing industries N.E.C. 


Not Specified Manufacturing Industries: 


44 Not specified manufacturing industries 


E—TRANSPORTATION, COMMUNICATION, AND 
OTHER PUBLIC UTILITIES 


Transportation: 


45 Air transportation 

46 Petroleum and gasoline pipe lines 

47 Railroads (includes railroad repair shops) 
48 Railway express service 

49 Street railways and bus lines* 

sV_—s- Taxicab service 

50 Trucking service 

SI Water transportation 

52 Warehousing and storage 

53 Services incidental to transportation 
54 Not specified transportation 


Communication: 


55 Telephone (wire and radio) 
56 Telegraph (wire and radio) 
57 Radio broadcasting and television 


Utilities: 
58 Electric light and power 
59 Gas works and steam plants 
6V Water and sanitary services 
F—WHOLESALE AND RETAIL TRADE 
Wholesale Trade: 
60 Wholesale trade 


Retail Trade: 


61 Food stores, except dairy products 

62 Dairy products stores and milk retailing 

63. General merchandise stores 

64 Limited price variety stores 

65 Apparel and accessories stores, except shoes 
66 Shoe stores 


* Includes suburban and interurban railways. 
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67 Furniture and housefurnishings stores 
68 Household appliance and radio stores 
69 Motor vehicles and accessories retailing 
7V___s Filling stations 
70 Drug stores 
71 Eating and drinking places 
72 Hardware and farm implement stores 
73 Lumber and building material retailing 
14 Liquor stores 
75 Retail florists 
76 Jewelry stores 
77 Fuel and ice retailing 
78 Miscellaneous retail stores 
79 + Not specified retail trade* 

G—FINANCE, INSURANCE, AND REAL ESTATE 
8V Banking and other finance 
80 Insurance 
81 Real estate 


9V 


g! 
92 
93 


94 


95 
97 
98 


99 
xX 


H—BUSINESS AND REPAIR SERVICES 


Advertising 

Business services, except advertising 
Automobile storage, rental, and repair services 
Miscellaneous repair services and hand trades 


I—PERSONAL SERVICES 


Domestic service 

Hotels and lodging places 

Laundering, cleaning, and dyeing services 
Miscellaneous personal services 


J——AMUSEMENT, RECREATION, AND 
RELATED SERVICES 


Theaters and motion pictures 
Miscellaneous amusement and recreation 


K——PROFESSIONAL AND RELATED SERVICES 


Educational services 
Medical and other health services 
Legal, engineering, and miscellaneous profes- 
sional services 
Charitable, religious, and membership organiza- 
tions 
L—GOVERNMENT 


Postal service 
National defense 
Federal Government N.E.C. 


State and local government 


M—NONCLASSIFIABLE 


Nonclassifiable 

No Industry 

For housewives, retired, pensioners and the like 
Students 


Source: Census—1940 


* May include some returns not specified as to 
whether the workers were in wholesale or retail trade. 











Research in Marketing Completed 


and in Progress 


Editor RALPH F. BREYER 
Associate Editors: Heten G. Canoyer, Joun H. FreDeErick 
and J. Haroip STEHMAN 








Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. It is expected that 
this classification will be used consistently in 
subsequent issues of THE JOURNAL. It is 
hoped that this method of designation will 
lead to easy reference by our readers. Sug- 
gestions from them as to desirable changes 
will be welcomed by the editors. 


List or GENERAL HEADINGS 


1. Advertising 
Commodity Studies 


2. Industrial Marketing 

3. Marketing Farm Products 
4. Marketing Minerals 

5. Marketing Services 

6. Producers’ Marketing of Consumer 

Goods 

7. Product Analysis 

8. Consumer Studies 

9. Cost of Marketing 
10. Foreign Trade 

Functional Marketing 


11. Cooperative Marketing 

12. Credit—Mercantile and Retail 

13. Retailing 

14. Transportation 

15. Warehousing 

16. Wholesaling 
Government and Marketing 

17. Federal, State, Local Regulation 

18. Taxation 

19. Marketing Theory 

20. Prices and Price Policies 
Statistics 

21. General Market Statistics 
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22. Market Area Studies 

23. Research Technique 

24. Miscellaneous 

25. War and Marketing Policy 


1. ADVERTISING 


1.1 Net Time Sales Hit $191,000,000 in 
1942. Broadcasting, Vol. 24, No. 6, 
p. 7. February 8, 1943. 


Considerable factual material is presented 
in this article. Among the interesting points 
made are: 1. Radio was the only medium to 
come through the first year of war compara- 
tively unscathed with regard to its economic 
position. 2. Outdoor advertising decreased 
the most in 1942 as compared with 1941 
(18%); advertising in monthly magazines 
decreased 10%; in newspapers and women’s 
magazines advertising decreased 5% and 
only 13% in weekly magazines. 3. There has 
been little change in the relative importance 
of the various basic types of radio advertis- 
ing. 4. The principal network sponsors 
showed great stability. Cigars, cigarettes and 
smoking tobacco, drugs and toilet goods, 
foods and food beverages, and soaps and 
household supplies account for somewhat 
more than of the national network adver- 
tising. None decreased their use of the na- 
tional network in 1942. 5. Confectionery and 
soft drink advertising showed one of the 
most important gains of all product groups, 
rising about 4 above the 1941 level. 


1.2 A Tale of 412 Cities. National Broad- 
casting Company, New York, 1942. 
32 pp. Volumes 1 and 2. 


These volumes constitute preliminary re- 
ports on nighttime and daytime (respec- 
tively) radio listening preferences of certain 
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families in all cities of 25,000 population and 
over. Charts and tables show the relative 
positions of NBC, other networks and inde- 
pendent stations in each of the cities. One 
section of the reports is devoted to an analy- 
sis of network performance in cities in which 
coverage is provided by a local station, and 
the other section is a study of network per- 
formance in cities where service is furnished 
by “outside” stations. So far as the reviewer 
knows, this is the first time such a detailed 
picture of the effectiveness of different net- 
works under these different operating condi- 
tions has been made available. The report is 
based on 250,000 usable replies to a mail 
questionnaire, representing one out of every 
120 radio families in the country. 

It is expected that the detailed findings for 
every county and every radio station in the 
country will also be made available. 


1.3 What Will Government Imposed Stand- 
ardization Mean to Advertising? A. G. 
Mezerik, Printers Ink Weekly, Vanu- 
ary 15, 1943. 


In this article Mr. Mezerik states that al- 
though Economic Stabilization Director 
Byrnes has asked W.P.B. to “undertake a 
vigorous program of simplification and 
standardization of production and distribu- 
tion” businessmen can take heart at the ex- 
perience of the Squibb Company. He reminds 
the reader that standards have existed for 
years in the drug field but Squibb, through 
its advertising, succeeded in getting a large 
section of America to insist on its products. 


1.4 The Professors Do Their Bit; Now for 
the Names; Gentlemen! Gentlemen! 
Professor Warne Has the Floor. 
Printers Ink Weekly, January 1, Jan- 


uary 8, January 29, 1943. 


In these three issues is printed an open 
letter urging limitation of war-time adver- 
tising which was signed by some two hundred 
educators of the nation and addressed to four 
Government officials; an editorial calling at- 
tention to the potential threat involved; and 
Professor Warne’s explanation and justifica- 
tion of the act. 


1.5 Advertising When Consumers Cannot 
Buy. James D. Scott, Harvard Busi- 
ness Review, Winter Number, 1943. 


This is one of the most complete studies 
on this controversial question which has ap- 
peared to date. The major headings include: 
Advertising Expenditures by Converted In- 
dustries; Promotional Tasks for Wartime 
Advertising; Effect of Advertising upon War- 
time Profits; Effect of Advertising upon 
Postwar Profits; Reserves for Postwar Pro- 
motion. The author wisely refrains from at- 
tempting to give generalized conclusions, 
but he does point out the sort of considera- 
tion that must be given to each circumstance 
if sound business policy is to be followed. 
Wartime advertising obviously cannot in- 
crease the sale of firms with no civilian goods 
to sell. Equally obvious is the fact that the 
deferred demand that can be built and held 
by wartime advertising will depend in no 
small measure upon the length of the war. 
This is, perhaps, the greatest single im- 
ponderable in the whole problem. 


1.6 Guest Editorial: How to Advertise in 
Wartime. Bernard F. Gimbel, Fourna/ 


of Retailing, December, 1942. Vol. 
XVIII, No. 4. 


Peacetime institutional advertising which 
was good business in peace times is even 
better business in wartime. “The effective- 
ness of advertising which sells a whole store 
instead of a single item goes all the way back 
to the store’s basic excuse for existence. It 
has a hard cash-register connection with 
annual net figures.” 

“A good store is like a mirror, so that every 
time the customer looks in its direction he 
sees himself reflected, and every time the 
customer changes, the store must change 
with him.” 


1.7 The Commercial Research Division of 
The Curtis Publishing Company is complet- 
ing a comprehensive analysis of the socio- 
economic characteristics of families reading 
Curtis publications. This study has been 
carried out through the Bureau of the Census 
which has supplied 1940 Census data for a 
cross-section of 10,000 Saturday Evening 
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Post, 10,000 Ladies’ Home Fournal, and 
10,000 Country Gentleman families. These 
30,000 families represent about 100,000 in- 
dividuals. 

Beside furnishing authoritative marketing 
data on families reading Curtis publications, 
these findings will serve as a basic field con- 
trol for subsequent surveys to obtain in- 
formation on product use, readership, and 
other subjects not covered by the Census. 

The sample was a highly stratified random 
one, controlled by such factors as geographic 
areas, city-size, and type of circulation. For 
this sample the Census Bureau released in- 
dividual and family data on such subjects as 
sex, race, age, size of family, occupation, in- 
come, education, rental value, home owner- 
ship, home equipment and living conditions. 

This is the first time the Bureau of the 
Census has made its facilities available in 
quite this way. It opens up a new marketing 
research technique by which any company 
having large numbers of consumers can de- 
termine the essential characteristics of these 
consumers as a group, or by any sub-groups 
or classifications. In this case the work was 
done by the Census Bureau at cost with the 
stipulation that no classifications would be 
supplied that would reveal the character- 
istics of any single family or individual. 


3. MARKETING FARM PRODUCTS 
3-1 Food Distribution Administration 


3.1.1 Schools to Train Egg and Poultry 
Graders. A series of more than 30 schools for 
training egg and poultry graders opened late 
in January by the Food Distribution Ad- 
ministration and continued into March. At 
these schools the proper interpretation and 
application of the official U. S. standards for 
quality of individual eggs and the tentative 
U. S. consumer and U. S. wholesale grades 
for shell eggs and dressed poultry were dis- 
cussed. Through these schools more than 300 
official egg and poultry graders became avail- 
able for appointment by F.D.A. as resident 
graders in poultry and egg packing plants, so 
that products packed at these plants may be 
labeled with their proper U. S. Grade. 

One hundred or more egg breaking plants 
are applying for services of official resident 


graders or supervisors of shell eggs in the 
preparation of frozen eggs in order that the 
frozen eggs produced by these plants may be 
used in the preparation of dried whole eggs 
and other dehydrated egg products. 


3.1.2 Federal-State Master Cooperative 
Agreement Completed. A master cooperative 
agreement has been completed under which 
Federal-State dairy and poultry products in- 
spection and grading work may be under- 
taken by the Food Distribution Administra- 
tion in cooperation with State agencies. 
Under the agreement a trust fund will be 
maintained in the Treasury and all fees and 
charges collected for dairy and poultry prod- 
ucts grading services will be deposited in the 
fund. Disbursements will be made from the 
fund to cover the costs of salaries and other 
expenses incurred in the conduct of this 
work. This arrangement will greatly sim- 
plify and unify the whole procedure in the 
matter of handling the collection of the fees 
and charges and payment of the costs, and 
in the keeping of necessary records. 


3.1.3 Cotton Futures Contract. An im- 
proved cotton futures contract is being 
studied by a special committee consisting of 
representatives of the Food Distribution Ad- 
ministration and of other interested agencies 
in the U. S. Department of Agriculture. 

Contracts for futures trading now used by 
the Cotton Futures Exchanges were de- 
veloped primarily on the basis of export 
trading in cotton. Provision for the delivery 
of cotton in settlement of contracts con- 
templated the delivery of cotton prepared 
for export shipment and in line of export 
movement. Under conditions formerly pre- 
vailing when the principal market outlet for 
American cotton was in foreign countries, 
this system provided a fairly satisfactory 
basis for hedging spot cotton transactions. 
Now, however, the principal market for 
American cotton is in domestic spinning 
centers. Delivery points are no longer in the 
line of movement of the major part of the 
cotton crop, as was formerly true. This 
change apparently has affected adversely the 
use of the futures market as a hedging device 
in the merchandising of cotton. 
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The committee is attempting to develop 
specific recommendations with respect to the 
delivery features of futures contracts that 
will place futures trading more closely in 
accord with existing conditions in the 
marketing of spot cotton. 


3.1.4 Program for Expanding Vegetable De- 
hydration. A recent survey of the dehydrated 
vegetable situation indicates that facilities 
have been approved which, if operated at 
anticipated capacity, can produce nearly 
200,000,000 pounds of the seven major vege- 
tables through the 1943-44 fiscal year. The 
goal for these products is 270,000,000 
pounds. The Food Distribution Administra- 
tion is establishing a field service, consisting 
of a small group of men with engineering 
ability or backgrounds in food processing, to 
work with food processors in the conversion 
to dehydration. These men will take all 
necessary steps to obtain an early output 
from plants which are now converting. At 
present, only about 40 plants are actually 
dehydrating vegetables. 


3.2 Bureau of Agricultural Economics 


3.2.1 The Bureau of Agricultural Eco- 
nomics has assembled information on the 
subject: Estimated Farm Product Value and 
Transportation Charges on Farm Products, 
1940 and 1942. The problem was to deter- 
mine whether the percentage ratio of trans- 
portation costs of shipping farm products to 
farm value of the products has risen or fallen 
in 1942 as compared with 1940. The study 
shows a significant drop from 11.4 per cent 
in 1940 to 7.4 per cent in 1942, due to the 
greater increase in the farm value of prod- 
ucts. Estimated transportation charges also 
increased but not nearly so much as farm 
value, either absolutely or relatively, the 
charges being 947 million dollars in 1940 and 
1.1 billion dollars in 1942. 


3.2.2 Studies conducted by the Bureau in 
cooperation with the International Associa- 
tion of Ice Cream Manufacturers have re- 
vealed the practicability of using ice-cream 
freezing equipment to freeze fresh fruits and 
vegetables. Products of good quality can be 
frozen with this equipment without necessi- 


tating large additional amounts of critical 
materials. As a result of these experiments, 
which have been conducted in New York 
City, Philadelphia, and Washington, thou- 
sands of ice-cream manufacturing plants 
may have a new line of business to supple- 
ment their regular operations which have 
been restricted by shortages of raw materials. 
Moreover, benefits may also accrue to agri- 
cultural producers who now find them- 
selves faced with curtailed markets for 
products which usually are processed in 
other ways. It is not expected, however, that 
production of vegetables in 1943 will be 
sufficient to permit more than limited opera- 
tions by some manufacturers located near 
sources of supplies. If the war continues, 
frozen foods may become very important as 
a substitute for scarce canned goods in 1944. 


3-3-3 An analysis of the slaughter of calves 
at various stages of development as it affects 
the nation’s meat supply has been made by 
the Bureau of Agricultural Economics. The 
survey included bob calves, regular veal 
calves, and calves that were marketed be- 
yond the veal stage. 


3-3-4 Net income in 1942 of corporations 
processing and marketing farm products is 
being compiled by the Bureau as rapidly as 
financial reports become available. This ma- 
terial shows net income before and after 
Federal taxes in relation to dollar investment 
and value of sales. Most corporations en- 
joyed a banner profit year in 1941 and pre- 
liminary indications suggest that their net 
income in excess of Federal taxes was about 
as high for 1942. 


5. MARKETING SERVICES 


5.1 The Commercial Research Division of 
the Curtis Publishing Company has com- 
pleted field work on an extensive survey of 
fire, automobile and casualty insurance. Over 
2,000 interviews were obtained from con- 
sumers in all economic groups and city sizes. 

Among other matters, the study, designed 
to obtain basic information for the insurance 
industry, explored such pertinent subjects as 
the public’s attitude towards insurance com- 
pany policies, rates and service practices; the 
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types of insurance now being carried; and the 
policy holder’s relations with his agent or 
broker. 


5.2 A study on The Effect of Curtailment of 
Automobile Traffic on Movie Attendance in 
Elmhurst, Illinois, is in progress at the 
School of Business of the University of 
Chicago by Carl K. Schmidt, Jr. 


6. PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


6.1 A study of the Sales Organization of the 
Chocolate Products Company, Inc., Chicago, 
Illinois, is in progress at the School of Busi- 
ness of the University of Chicago by Joseph 
Hadary who will use it for his M.B.A. report. 


7. PRODUCT ANALYSIS 


7.1 Vitamin Values of Foods in Terms of 
Common Measures. Miscellaneous 
Publication No. 505, U. S. Depart- 
ment of Agriculture. 28 pp. Price 10 
cents. 


Almonds to youngberries, here are tabled 
vitamin contents of a large number of raw 
and cooked or processed foods. The values 
appear three ways: content in 100 grams of 
food, in 1 pound, and in a common serving. 
Included are vitamin A value, thiamine, ribo- 
flavin, ascorbic acid, and vitamin D. 


8. CONSUMER STUDIES 


8.1 “Changes in Consumer Buying Practices 
Resulting from Tire and Gas Rationing,” by 
Paul D. Converse, is to be published by the 
Bureau of Economic and Business Research, 
University of Illinois. This is the completed 
report, the first part of which was mentioned 
in these notes in the January 1943 Journal. 


8.2 A report, The Market for Vitamin Prep- 
arations, has been released by the Division 
of Commercial Research of The Curtis Pub- 
lishing Company. 

This report begins by tracing the history 
and development of the vitamin industry. 


Then, to give the current picture, tables are 
shown from a recent field survey made 
among consumers and dealers. 

The consumer phase covered such points 
as: what family members use vitamin prep- 
arations, why they use them, what brands 
they use and where they buy them. Where 
the sample permits, figures are shown by 
economic groups or other pertinent classifi- 
cations. 

The dealer interviews were obtained, for 
the most part, from retail druggists. 


8.3 Consumer and Industry Survey of Post- 
War Needs. This is the second of a series of 
progress reports on a Post-War Consumer 
Survey being conducted by the Chamber of 
Commerce of the United States of America. 
It is based on national studies designed to 
supply a factual basis for answering such 
questions as: What will the probable replace- 
ment needs of American consumers be at the 
end of the war? How much consumer buying 
intent will exist? What will be the ability of 
people to purchase consumer goods? Similar 
reports will be made at reasonable intervals 
during the war, and will show changes in 
consumer viewpoints as the war progresses. 


10. FOREIGN TRADE 


10.1 Agricultural Income and the Export 
Market. Marion Clawson and John 
D. Black, Journal of Farm Economics, 
November, 1942. 


During the 30-year period, 1910-40, the 
variations in gross farm income in the United 
States were explainable mainly by changes 
in the general price level and in real income. 
Nevertheless, there was some remaining 
variation associated with changes in export, 
and in the aggregate these variations were 
important. The authors point out that the 
difficulties in regaining export markets after 
the present war will be great, but so is the 
stake, at least to the farmer. The extent to 
which this stake is of advantage to the nation 
as a whole is really not discussed in this 
article. 
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11. COOPERATIVE MARKETING 


11.1 Trends in Agricultural Cooperation. 
E. A. Stokdyk, Fournal of Farm Eco- 


nomics, November, 1942. 


The author traces the history of the mar- 
keting philosophy of the farm cooperatives 
and takes something of a look into the future. 
The first stage in the philosophy was that 
the cooperatives would lower costs, improve 
quality, give better service, and increase the 
farmer’s bargaining power. Then during the 
1920’s there developed the stage where a 
control of a large share of the supply would 
permit an influence on market prices to the 
end that farmers would obtain satisfactory 
prices. This era of ‘““monopoly cooperation” 
came to an official end with the demise of the 
Farm Board and the establishment of the 
Farm Credit Administration in 1933. Never- 
theless, there was a continuing expansion of 
farm cooperatives during the 1930’s, not only 
in the sale of products, but in purchasing 
supplies, business services, and cooperative 
credit. Mr. Stokdyk suggests that two 
things may influence the future of coopera- 
tives: their exemption from certain forms of 
taxation may lead to their further expansion; 
the Anti-trust Division, on the other hand, 
may tend to curtail certain types of activity. 


11.2 Farm Credit Administration 


11.2.1 About 60 per cent of the citrus 
fruit produced in the United States is started 
on its way to the consumer by cooperative 
marketing associations. These associations 
and others concerned with the marketing of 
citrus will be interested in a study of retailing 
citrus fruit in smaller markets of the United 
States. Results of this study based on in- 
formation obtained from around 7500 retail 
stores located in 42 states will soon be avail- 
able for limited distribution. 

The study deals with various phases of 
handling citrus fruit, including volumes of 
citrus sold by stores of various sizes and 
types located in different regions of the 
United States, areas from which citrus fruit 
was obtained, and extent to which stores 
handled fruit from more than one production 
area. Work on the study has been continued 
into the war period because of the fact that 


the information collected also dealt with 
prices and margins, and it was believed that 
the material would be of some assistance in 
developing and conducting price control 
programs. 


11.2.2 Dehydration of Fruits and Vege- 
tables by Farmers’ Cooperative Associations is 
the title of a 54-page processed publication 
by Harry C. Hensley, Senior Agricultural 
Economist, Farm Credit Administration, 
Washington, D. C. This report, which is 
illustrated with 56 figures, shows the princi- 
pal vegetable areas of the United States, the 
§ principal types of dehydrators, and dis- 
cusses plant location, size and types of plant, 
and contains sample copies of specifications 
for dehydrated vegetables. 


11.2.3 Lacey F. Rickey is making general 
reconnaissance survey of methods of feed 
manufacture and wholesale distribution em- 
ployed by the principal farmers’ cooperative 
purchasing associations east of the Missouri 
River. Particular attention is being given to 
problems growing out of war conditions and 
the methods worked out by the different 
associations in meeting these problems. It is 
more of a clearing-house type of survey proj- 
ect than a research study. Tbe result of this 
study will be available about April 15. 


11.2.4 A report by Joseph G. Knapp en- 
titled Side Line Merchandising Operations of 
Elevators Affiliated with the Farmers Union 
Grain Terminal Association is now available 
as Miscellaneous Report No. §9. This study 
provides information on the character of co- 
operative purchasing operations employed 
by cooperative elevators in Minnesota, Mon- 
tana and the Dakotas. Suggestions are of- 
fered for the improvement of merchandising 
methods employed by such associations, 
which apply to cooperative elevators with 
similar problems in all parts of the United 
States. 


11.2.5 A survey is being made by J. H. 
Lister to determine how selected farmers’ re- 
tail cooperative purchasing associations in 
Ohio are meeting war-time operating problems. 
It is believed that an analysis of the operat- 
ing experience of these associations will sug- 
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gest improved methods for meeting common 
problems for such associations not only in 
Ohio but in nearby states. The result of this 
study will be available by April 1. 


13. RETAILING 


13.1 Merchandise Diversification in Unit 
Stores. J. Macklin Rathmell, Fournal 
of Retailing, December, 1942. Vol. 
XVIII, No. 4. 


“All marketing people know that produc- 
tion of consumer goods is growing smaller. 
It has stopped entirely in many lines and is 
slowing up in others. Serious as this is, the 
retailing picture is further complicated by 
the fact that this drying-up process is not 
uniform. .. .” Retailers who have decided to 
keep their doors open have several alterna- 
tives: 1. They can hold strictly to their 
present lines. 2. They can emphasize service. 
3. They can expand into other lines. This 
study is concerned with unit stores that have 
chosen the third alternative. 

During September and early October 1942 
eighty-eight store owners and managers in 
Hartford, Conn., and Williamsport, Pa., 
were interviewed. Included were all types of 
household appliances and electrical supply 
stores, jewelers, office supply and equipment 
dealers, auto supply stores, sporting goods 
stores, luggage dealers, auto parts dealers 
and others. A number of wholesalers, dis- 
tributors and trade association officials were 
also interviewed. 

An analysis of the findings indicates that 
27 (31%) of 88 had already taken on new 
lines, that 10 (11%) were planning on adding 
new lines, and that 51 (58%) were planning 
no additions to regular stock. The trend 
toward diversification is much more pro- 
nounced among chain stores than among in- 
dependents: 12 of 14 chains (86%) had al- 
ready added new lines, whereas only 15 of 
74 independents (20%) had done so. Auto 
supply stores had tended strongly toward 
diversification, and also electrical supply and 
luggage dealers although to a lesser degree. 
The majority of all other groups seemed less 
disposed to add lines. 

A summary of opinions expressed by inter- 
viewees follows. 1. A sizeable group of dealers 


is bitterly opposed to the idea of getting into 
another dealer’s line. 2. Each dealer who had 
added lines said he expected to keep the 
added lines after the war if they proved 
profitable. 3. The dealer who has a service 
department is faced with the problem of loss 
of experienced men plus inability to obtain 
needed parts. Hence some dealers are re- 
placing lines requiring servicing with lines 
which do not. 4. With the advent of short- 
ages, old dealers with a good credit history, 
and those who have been courteous to sales- 
men, appear to be receiving preferential 
treatment. 5. Shortages present problems of 
unequal seriousness, e.g., the office furniture 
dealer can change from steel to wood whereas 
the household appliance dealer is greatly 
limited in his substitutes. 6. Some dealers are 
taking advantage of the situation to elimi- 
nate unprofitable items. 7. For the most 
part, dealers with satisfactory inventories 
have given little consideration to the problem 
of shortages. Once a shortage occurs they 
prefer to watch the experience of a competi- 
tor who has taken on a new line. 

When diversifying, the dealer is faced with 
several serious problems. First, he lacks ex- 
perience in handling the line. Second, he 
may have difficulty in acquiring a stock. 
Third, customer demand may not be ade- 
quate to support more outlets, and, even 
though it is, the habit of going to certain 
stores to purchase certain articles must be 
changed. 


13.2 How retailers are standing up, both in 
operation and attitude, under the difficulties 
of wartime is indicated by a survey recently 
conducted by the Research & Statistical 
Division of Dun & Bradstreet, Inc. 

More than 100,000 questionnaires were 
distributed to retailers of all types, in all 
parts of the country. Retailers were asked 
whether they contemplated sale or liquida- 
tion of their businesses, the effects of price 
ceilings, the effects of merchandise shortages, 
the trends of 1942 sales, expenses, and 
profits, sales expectations for the first half 
of 1943, and whether sufficient help is avail- 
able. 

A report on preliminary tabulations of re- 
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turns appears in the March issue of Dun’s 
Review, and covers the following points: 


Per cent of retailers in each trade who say 
they may liquidate. 

Per cent of retailers in each trade affected 
favorably and unfavorably by price 
ceilings. 

Per cent of retailers in each trade who 
reduced expenses in 1942. 

Availability of help reported by retailers 
in areas listed by the War Manpower 
Commission as having labor shortages, 
labor surpluses, or labor balance. 

Sales forecasts for the first half of 1943 
by trade. 

Sales expectations in 1943 by sales trends 
in 1942. 


The final report—scheduled for publica- 
tion in the May issue of Dun’s Review—will 
include tabulations and comments on: the 
effects of merchandise shortages; trends of 
sales, expenses and profits in 1942; the types 
of expenses reduced in wartime; and addi- 
tional reports on points covered in the pre- 
liminary tabulation. 


13.3 What’s Going to Happen to Our Retail 
Stores? Bertrand R. Canfield, 4dver- 
tising and Selling, January, 1943. 


The author discusses the causes, as well as 
the possible significance, of the liquidation of 
more than a quarter of a million small mer- 
chants which the U. S. Department of Com- 
merce estimates for 1943. 


13.4 Smaller Retailers’ Supply Scheme. The 
Economist, December 19, 1942. 


A brief article in the December 19 issue of 
The Economist describes the details of a 
scheme of the Board of Trade for the dis- 
tribution of supplies to small retailers in 
three tields, namely, Clothing, Pottery and 
Hollow-ware. The essence of the plan is that 
the small shopkeeper will be entitled to re- 
ceive a minimum calculated as a per cent of 
his purchases from those wholesalers from 
whom he obtained his supplies in a standard 
period. Pressure will be brought to bear on 
those wholesalers who do not fulfill their 
obligations. Also, provision is made for trans- 





fer by the trader to another wholesaler. The 
scheme is to operate from January I, 1943. 

A criticism of the plan appears in the same 
issue. It labels it as a “‘cat and mouse’”’ policy 
of political origin. The object, it is claimed, 
is not “‘the necessities of war” but rather to 
spread retail business as widely as possible in 
order to prevent any shopkeepers from being 
squeezed out at all. However, the small shop- 
keeper will be squeezed out anyway—but 
more slowly than under the old plan. The 
major criticism seems to be directed toward 
the determining of a minimum. The critic 
points out that no longer will the shop- 
keeper’s quota depend entirely upon the 
coupons he has received against sales as at 
present. The criticism concludes that it is 
laudable to try to safeguard the small shop- 
keeper but claims that this scheme will not 
do it. 


13-5 A survey of drug store closings is being 
conducted by the Research & Statistical 
Division of Dun & Bradstreet, Inc., for the 
National Wholesale Druggists’ Association 
to determine the factors contributing to 
closings among customers of members of 
that association. 

The study will deal not only with the pri- 
mary question of cause of closing, but will 
investigate such angles of the problem as the 
general qualifications of proprietors, the age, 
size, and location of stores, the disposal of 
merchandise and fixtures, and the subse- 
quent occupation of the former proprietors. 

The result of the survey should be of value 
not only to manufacturers and wholesalers 
of drug products, but to retailers whose prob- 
lems are allied to drug store problems, and to 
war agencies engaged in meeting the ever- 
changing conditions resulting from the war. 


14. TRANSPORTATION 


14.1 Freight Rates in Wartime. G. Lloyd 


Wilson, Harvard Business Review, 
Winter Number, 1943. 


The author emphasizes the shift in the 
criteria to be applied to freight rates in peace 
and war times. Under peace conditions, the 
shippers and carriers have the principal con- 
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cern while the public has a residual interest. 
In wartime, in contrast, the public interest 
is dominant. This is true partly because of 
the increase in government traffic and the 
decrease in commercial traffic. The govern- 
ment is concerned with the transportation of 
goods needed in the conduct of the war, and 
there is no true demand price for the trans- 
portation facilities needed for these goods. 
Moreover, the remaining supplies of trans- 
portation facilities are inadequate for normal 
commercial business, and, thus, the demands 
of commercial shippers are thrown out of 
balance. Consequently, the rate structure 
should be more flexible than under peace 
conditions. 


14.2 Estimates are being made by the Bu- 
reau of Agricultural Economics of the vo/ume 
of agricultural traffic which the various modes 
of transportation may be expected to haul in 
1943. These estimates are being set up on the 
basis of alternative sets of assumptions rela- 
tive to total production and shifting of traffic 
from the trucks and boats to the railroads. 
The purpose of the estimates is to develop 
measures of agricultural transportation re- 
quirements which can be related to the an- 
ticipated supply of transportation facilities 
in such a way that any threatened shortages 
may be anticipated and prepared for as early 
as possible. Estimates of agricultural tonnage 
moving by railroad in 1942 by quarters have 
already been completed. A survey of the 
agricultural traffic trucked in 1942 is well 
along. 


14.3 The Bureau of Agricultural Economics, 
in cooperation with the Corn Belt Livestock 
Marketing Committee, is studying the extent 
to which facilities are available for handling 
and loading livestock at local shipping points 
along railroads in 14 states in the Corn Belt 
region, to determine the extent of feasibility 
of shifting the transportation of livestock 
from truck to rail. The study is based on in- 
formation obtained from railroads operating 
in the region and relates the stations at which 
facilities are available, the number and ca- 
pacity of stockpens, and weighing and water 
facilities. 


16. WHOLESALING 


16.1 Wagon Jobbers Cut Mileage, But Most 
of Them Are Selling More. Based on 
interview with Emmett J. Martin, 
Sales Management, January 1, 1943. 


Mr. Martin, Secretary of the National 
Food Distributors Association, pulled a ran- 
dom sample of 50 questionnaires from the 
several thousand he had received from the 
60,000 wagon jobbers in the U. S. The Sales 
Management reporter tabulated the results 
which are printed in the article. The figures 
indicate that most of the wagon jobbers are 
operating fewer trucks and running fewer 
miles. However, many have been able to 
maintain or increase their sales. 


17. FEDERAL, STATE, LOCAL REGU- 
LATION 


17.1 Reports have been prepared by the 
Bureau of Agricultural Economics on /aws 
which interfere with the war effort by restricting 
the internal movements of agricultural com- 
modities. Laws for which reports were pre- 
pared include state taxes and license fees for 
the sale of oleomargarine, laws and regula- 
tions applicable to cold storage eggs, limita- 
tions on minimum size and weight of motor 
vehicles and lack of reciprocity in licensing, 
laws and regulations governing the inspec- 
tion of milk, limitations on operating au- 
thority of truck lines, emigrant agent stat- 
utes regulating the employment of labor, 
state chain store taxes, etc. The reports show 
for each law the area covered, its purpose, 
effects, and remedial action proposed. Analy- 
ses have been made to show the effects of 
these trade barriers on prices and incomes to 
producers and on costs to consumers. 


20. PRICES AND PRICE POLICIES 


20.1 Locality Price Differentials in the 
Western Retail Grocery Trade. Ralph 
Cassady, Jr., and E. T. Grether, 
Harvard Business Review, Winter 
Number, 1943. 


This is an interesting case study of the 
pricing policy of a chain-store organization 
with respect to locality price discrimination. 
Information was gathered from 127 stores 
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throughout the western part of the United 
States. In general, the policy of the organiza- 
tion under study was “to meet the lowest 
price of every competitor, item by item, day 
by day, and town by town.” The authors 
believe that the data show that this general 
policy was, in fact, closely adhered to. The 
following conclusions seem to have been es- 
tablished: Safeway prices are, on the average, 
lower than competitor’s prices and are closely 
correlated with the lowest individual prices 
in each market; prices are practically identi- 
cal between locations within a city; price 
differences between cities seem to be ex- 
plained by variations in merchandise costs 
and the policy of meeting local competition; 
true locality price discrimination was not 
found in this field survey. 


20.2 Aspects of the Basing Point System. 
Arthur Smithies, American Economic 
Review, December, 1942. 


This article might well be required reading 
for all elementary teachers and graduate 
students of marketing. It is too complicated 
in spots, perhaps, for required reading for 
undergraduate students, but the better of 
them would profit from it. It may best be 
read in conjunction with two earlier articles 
by the same author, namely: “Optimum Lo- 
cation in Spatial Competition,” Yournal of 
Political Economy, June 1941; and “‘Monopo- 
listic Price Policy in a Spatial Market,” 
Econometrica, January 1941. Also, the closing 
argument by counsel for the Cement Insti- 
tute in the case before the Federal Trade 
Commission is an interesting prelude and 
supplement. 

The author’s main conclusions may be 
quoted as follows: “It has been shown in the 
foregoing sections that the basing-point sys- 
tem can be explained as a form of imperfect 
competition; and that given a suitable en- 
vironment with respect to demand and cost 
conditions, the system may develop by each 
producer pursuing what he conceives to be 
his own best interest. We have not proved 
that the system may not grow in any other 
way, but we have, I think, shown conclu- 
sively that if the producers concerned were 
Prepared to negotiate an agreement they 


would certainly agree on something more 
rational than the basing point system. This 
of course does not mean to imply that agree- 
ments may not be made in the basing-point 
industries; but the same may be said of any 
form of imperfect competition. The only 
type of agreement that the basing-point sys- 
tem is particularly likely to encourage is an 
agreement for its own abolition.” 

The Federal Trade Commission still is to 
be convinced that Professor Smithies is right. 
The lesson to be gleaned would seem to be 
that we have not yet found a “proper” way 
to deal, in the public interest, with cases of 
“imperfect competition.” 


20.3 Price Control in Outline. Don D. 
Humphrey, American Economic Re- 
view, December, 1942. 


Price Freezing Under the O.P.A. Victor 
Abramson, American Economic Re- 
view, December, 1942. 


These two articles, by authors who have 
worked in the O.P.A., contribute materially 
to our understanding of price control in 
actual operation. Humphrey reviews the be- 
havior of prices both under selective price 
control and under the general maximum 
price regulation. Under the latter heading he 
gives some special attention to farm prices, 
wages and rents. His evidence points to a 
material influence of both types of control on 
specific prices and on the general price level. 
He concludes that a more flexible fiscal 
policy, earlier regulation of farm prices and 
wages, more subsidies and inventory con- 
trols would have been great aids to price 
control, but that within its framework price 
control has operated with a good deal of 
success. He points out that quality deteriora- 
tion has occurred to some extent as a hidden 
price increase, but suggests that this is one 
of the less serious forms of price increase. 

Abramson is concerned more particularly 
with problems of administration and he pre- 
sents a realistic discussion of some of the im- 
portant ones. He points out, for example, 
that the O.P.A. both encouraged and dis- 
couraged quality maintenance; that the at- 
tempt to control indirect pricing methods 
was not always either successful or consist- 
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ent; that the over-all earnings basis for price 
control is not a satisfactory guide for fixing 
individual prices; and that it is difficult to 
combine control over individual prices with 
control of general profits. Finally he points 
out that limited selective price control has 
certain positive advantages which should be 
kept in mind as we consider any further 
changes in the entire policy of control. 


20.4 Bases for Controlling Agricultural 
Prices. Geoffrey Sheperd, Fournal of 
Farm Economics, November, 1942. 


In this article Professor Sheperd first 
traces the history of attempts in this country 
to control agricultural prices from 1929 to 
date, and then gives his own suggestions as 
to the desirable forms of control for the 
future. During the 1930’s the two major 
price problems are said to have been the 
stabilizing of supplies and prices and the 
changing of production in keeping with 
changes in demand. The first of these prob- 
lems was attacked by the Federal Farm 
Board and later by the Commodity Credit 
Corporation; the second, by the Agricultural 
Adjustment Administration. Since early 1941 
the direction of control has been reversed 
from reductions in production to hold or 
raise price to increases in production accom- 
panied by price ceilings. 

Sheperd believes that for the future em- 
phasis should be given to a loan policy which 
will bring about the desired quantity of 
product. If this were accepted as one of the 
major purposes of control, no other con- 
sideration would need to be given to price 
except that covered by the general term of 
“orderly marketing.” This suggestion is 
based on the assumption, of course, that 
some price authority can pre-judge the 
quantity that will be demanded better than 
can farmers operating independently; and, 
of course, the forward price must be related 
logically to the price at which the demand 
will be realized unless subsidies are to be 
involved. It is not clear from history that 
any price authority can so estimate, but cer- 
tainly the suggestion is not without merit. 
If production and prices are to be controlled 
this suggestion is one of the most promising. 


20.5 Bureau of Agricultural Economics 


20.5.1 4 study of price lags between the 
farm and retail, and the wholesale and retail, 
levels has been completed by the Bureau. 
This study considers price lags for pork, beef, 
dairy products, potatoes, canned tomatoes, 
canned peas, bread, eggs, and oranges. The 
problem of narrowed margins resulting from 
ceiling prices on certain commodities, which 
has resulted from the placing of ceilings on 
both wholesale and retail prices, is closely 
related to the question of the extent to which 
retail prices lag behind changes in farm and 
wholesale prices. 


20.5.2 An analysis of the trend of retailers’ 
margins for food products since 1929 and of 
the spread between prices received by 
farmers and prices paid by retailers has been 
made by the Bureau. These estimates were 
derived from index numbers of food prices 
at the farm, wholesale, and retail levels, and 
based upon the breakdown of the farm-retail 
spread in 1929 as indicated by the Census of 
Distribution. 


20.5.3 The Bureau of Agricultural Eco- 
nomics has prepared a series of brief analyses 
of subsidies designed primarily or partly to 
permit maintenance of existing price ceilings 
without unduly hampering marketing agen- 
cies or the food production program. These 
subsidies included estimates of the costs of 
the subsidies in 1943 and beyond, and an 
examination of the advantages and disad- 
vantages of alternative methods of dealing 
with the problem. Reports have been com- 
pleted for sugar, fats and oils, wheat for 
milling, grain for alcohol, wheat for feeding, 
feed crops, dairy products, hogs, tobacco 
by-products, and coffee. 


20.6 U. S. Average Retail Prices: Because of 
the demand created by wartime conditions 
for average retail prices, the Bureau of Labor 
Statistics is compiling unweighted average 
prices of textiles, shoes, furniture, household 
equipment and electrical appliances, drugs, 
and miscellaneous commodities, based on 
data for the 34 cost of living cities. They are 
available by quarterly periods from June 
1939 to December 1941 and by monthly 
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periods thereafter. (Duplicated for limited 
distribution.) 


21. GENERAL MARKET STATISTICS 


21.1 M.M.S. County Buying Power Index. 
Magazine Marketing Service, 1942. 
203 pp. 


This Index supplies a real need. It is vital 
that marketing effort be applied in approxi- 
mate proportion to market potentials. To 
gauge basic market potentials marketing has 
for many years employed such indirect meas- 
urements as population, total income, auto- 
mobile registrations, income tax returns, etc. 
These yardsticks when used as basic indices 
suffered from important limitations too well- 
known to need further comment. When retail 
sales statistics became available a more 
direct and reliable measure of basic potential 
came to hand. But the retail sales figure had 
one important shortcoming. It measured 
quite well “expended buying power” at the 
point of sale, or at the market-place as the 
present work puts it, but not at the “point 
of origin,” or the place of residence of the 
consumers because many shopping and 
specialty lines are purchased at other places, 
often outside the county of residence. Yet 
we did need a measure of buying power at 
this “point of origin,” so to speak, because 
some very important marketing efforts are 
applied at the consumer’s domicile, and still 
others within the confines of his local com- 
munity. 

The present work gives us such an index. 
Its construction is based on two simple 
premises: “‘1. That certain types of goods— 
Convenience Goods—are bought within the 
county where the buyers live. 2. That the 
purchase of these locally-bought goods is in 
close and constant proportion to total Retail 
Purchases.” These premises are critically 
examined in the volume itself, with the fol- 
lowing conclusions: 

“1. Convenience Goods are truly repre- 
sentative of the purchases of all economic 
levels. 

“2. They are a constant proportion of the 
total Retail Purchases of all incomes. 


“3- They are a constant proportion of total 


national Retail Sales over a period of years. 

““4. They are a constant proportion in all 
counties in any single state. 

“*s. Convenience Goods are bought within 
the narrow locality of where people live. 
They are, therefore, a reasonably reliable and 
dependable base for determining the total 
purchases of the residents of any county, 
within each state.” 

Based on the two premises stated above 
the fundamental method of constructing the 
index by counties is to multiply the total 
retail sales of the state in which the county 
is located by the proportion which the 
county’s sales of convenience goods bears to 
the state’s sale of this class of goods. The 
resulting figure is cast into two index forms, 
per capita or “qualitative” and aggregate or 
“quantitative.” Columns parallel to the two 
index columns give other quantitative 
market data in absolute figures and as a per 
cent of U. S. total and of state total. Using 
this index as a base, methods are suggested 
whereby it can be adjusted to reflect some of 
the more significant current market changes. 

This pioneering work should prove a most 
valuable tool for marketing, sales and ad- 
vertising analysts. 


21.2 Distribution of Income in 1935-36. 
Rufus S. Tucker, Journal of the Amer- 
can Statistical Association, December, 
1942. 


In this article Mr. Tucker continues his 
criticism of the National Resources Com- 
mittee’s report on the distribution of income 
in the United States in 1935-36. (In two 
earlier articles he pointed out some defi- 
ciencies in the N.R.C. reports. See Review of 
Economic Statistics, November, 1940, Vol. 
XXII, pp. 165-182, and February, 1942, 
Vol. XXIV, pp. 9-21.) 

The author presents considerable detailed 
support for his criticisms. He maintains that 
“the pattern of distribution of families pub- 
lished by the N.R.C. differed widely from the 
Study of Consumer Purchases and the in- 
come-tax statistics although claiming to be 
based on these two sources.”’ He recommends 
that further use of the N.R.C. pattern of 
consumer units be avoided. 
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21.3 Data! Data! Who’s Got the Data? 
Vergil D. Reed, Printers Ink Weekly, 


January 15, 1943. 


In this article Dr. Reed discusses those re- 
quests for facts coming into Government 
service agencies from business and industry 
which reflect the impact of the war and the 
needs for the immediate post-war period. He 
states that the greatest demand is for facts 
on population shifts, and primarily shifts to 
the defense areas. 

He points out that the Census Bureau’s 
estimates, the sugar rationing registration 
and the coming general rationing registration 
gives the Office of Price Administration a 
good correction factor. The United States 
Public Health Service and even trade maga- 
zines also afford some possibilities of measur- 
ing these changes. Other demands are simi- 
larly stated and discussed. 


21.4 The Bureau of Business Research, 
University of Washington, has completed the 
tabulation of basic data for an analysis of 
man power and purchasing power in the State 
of Washington including estimates of income 
payments by counties and estimates of the 
composition of the labor force as of the pres- 
ent time and also of the probable distribution 
at the peak of the war effort. The report will 
include an analysis of the probable distribu- 
tion of salary and wage income in the state 
at the war peak together with an analysis of 
the probable distribution of consumer ex- 
penditures in this state. This report will also 
be a contribution to the post-war planning 
program of the state. It will be completed 
within the next month or two. 


21.5 “dn Explanation of the Drop in the 
Wholesale Dollar Sales of Sugar from 1929 
to 1935” is an M.B.A. report in progress at 
the School of Business of the University of 
Chicago by Hook Keong Young. 


22. MARKET AREA STUDIES 


22.1 The Pattern of Trade in a Retail Traa- 
ing Area is the title of a study by Paul D. 
Converse to be published by the Bureau of 
Economic and Business Research, Univer- 
sity of Illinois. 


24. MISCELLANEOUS 


24.1 An Interest Test for Route Salesmen 
and Mechanics. Ruth Dietz Church- 
ill, The Fournal of Applied Psychol- 
ogy, October, 1942. Vol. XXVI, No. 5. 


In this article it is pointed out that for 
some years it has been possible to differen- 
tiate the interests of men engaged in pro- 
fessional and business occupations by means 
of the Strong Vocational Interest Blank but 
no comparable blank has been available for 
lower occupational levels. The author de- 
scribes a study to construct a “test of in- 
terest” on the non-professional level of occu- 
pations. 


24.2 Failures Decline to New Low. Dun’s 
Review. January, 1943. 


In the November issue an article on busi- 
ness births and deaths showed rather con- 
clusively that there had been a striking de- 
cline in the number of new businesses coming 
into existence but that there had not been an 
important increase in the liquidation of 
existing business concerns. In this issue it is 
pointed out that “failure statistics continue 
to contradict the popular impression that 
war-time shortages and difficulties are in- 
creasing business mortality.” In fact, failures 
for November 1942 were the lowest for any 
November except 1919 and 1920. 


24.3 253% Billion Cigarettes Last Year. 
Harry M. Wootten, Printers Ink 
Weekly, January 29, 1943. 


This is the story of cigarette production 
since 1938. The author reports a “‘veritable 
miracle”’—the transition of the cigarette 
paper-making industry since the outbreak of 
the war in Europe from France to this coun- 
try. He writes, “Had someone not had the 
foresight to develop such facilities in the 
United States during the interim, manu- 
facturers would have had to ration cigarettes 
last year.” 


24.4 Cooperatives and Post-War Problems. 
Electricity Cooperatives, 1941. 
Features of Cooperative Housing. 

Monthly Labor Review, January, 1943. 
Vol. 56, No. 1. 
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The first of these three articles on coopera- 
tives deals with the increasing concern evi- 
denced by the cooperative movement in the 
broadening of democracy and the attainment 
of an economy of abundance during the post- 
war period. It presents the four point pro- 
gram of the Cooperative League of the 
U.S.A., briefly describes the action of the 
1942 Cooperative Congress and states the 
resolutions adopted by that group. 

The second article presents data on the 
growth of electricity cooperatives in the 
United States since 1934 and comments on 
their direct contributions to the war pro- 
gram. 

The third article very briefly describes the 
four efforts to solve the housing problem, 
namely, commercial housing, government 
and public housing, limited-dividend proj- 
ects, and cooperative housing. In addition, 
cooperative housing in five foreign countries 
is given some attention. 


24.5 Cost of Living Indexes in Wartime. 
Faith M. Williams, Frances R. Rice, 
Emil D. Schell, Zournal of the Ameri- 
can Statistical Association, December, 
1942. 

In this article are described the problems 
involved in adjusting the cost of living index 
when consumers’ buying is changing. These 
changes are great during wartime, 1.e., 1942 
changes are occurring much more rapidly 
than those of the 1920’s and 1930’s. 

The attempts made to maintain the com- 
parability of the index since 1917-19 are 
briefly treated and applied to the present 
similar situation. A clear explanation is given 
of adjustment to the index to the new con- 
ditions resulting from the shift to a wartime 
economy. Among the causes are: rationing, 
disappearance of goods from the market as a 
result of the diversion of raw materials to 
production of war goods, rising prices, price 
and rent regulations and quality changes 
(including changes in the sizes and weights 
of packages). The authors point out that 
every attempt is being made to maintain a 
cost of living index which measures the cost 
of goods actually available. 

A brief description is also given of wartime 


adjustments in the cost of living indexes of 
Canada, Great Britain and Sweden. The 
article concludes with a short explanation of 
the apparent disparity in the living cost 
curves in Great Britain, Canada and the 
United States. 


24.6 Methods of Controlling Food Consump- 
tion. C. Arnold Anderson and Mary 
Jean Bowman, The Annals of the 
American Academy of Political and 
Social Science, January, 1943. 


The authors maintain that “circumstances 
are opportune today for developing a long- 
run food policy as well as for conducting a 
variety of experiments in consumption con- 
trol.” They point out that whatever form 
these policies of control take, they can sig- 
nificantly affect the nutrition of the Ameri- 
can population only if they are formulated in 
long-run terms. They analyze seven types of 
control of change in consumption that may 
be employed, namely, 


1. Consumer education. 

2. Making foods more available to selected 
groups of consumers by classified mar- 
kets and price systems, by the provision 
of supplementary foods, by food ration- 
ing, and by the setting of price ceilings 
on foods. 

3. Increased use and enforcement of 

quality requirements. 

. An intensification of research. 

. Provision of economic incentives. 

. Policies for redistributing income. The 
emphasis is given to tax revision in 
favor of low income groups, and govern- 
ment participation in the selective 
expansion of some services to con- 
sumers. 

7. Improving the structure of the market. 
This includes an active antitrust pro- 
gram, removal of legally constructed 
barriers of trade, and “the judicious ex- 
tension of the public utility approach 
in the control of certain aspects of food 
distribution and of the exploitation of 
patent rights.” 


An > 


24.7 Social Planning in a Democracy. 
Charles E. Noyes, Advanced Manage- 
ment, October-December, 1942. 
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The temper of this article is well shown by 
the following quotation from it: “In the 
interest of freedom, planning should take the 
form of a number of ambitious but definitely 
limited programs. Over-all planning is dan- 
gerous, even if a majority of the people could 
be persuaded at some given time to accept it. 
And it is unnecessary, in order to achieve 
results which an overwhelming majority 
would find eminently satisfactory.” 

The point is made, and well taken, that the 
primary problem which the United States 
will face after the war will be to keep the 
national income at a maximum level during 
the transition from war to peacetime pro- 
duction. Fourteen steps are discussed as 
necessary to bring about that desirable ob- 
jective. 


24.8 Monopoly Supply and Monopsony De- 
mand. A. J. Nichol, The Yournal of 
Political Economy, Vol. L, No. 6. 
December, 1942. 


The author states that his purpose is “to 
develop new concepts of supply and demand 
for analysis of monopoly and monopsony.” 
He argues and illustrates his claims with 
simple graphs that under certain conditions 
monopsony demand and monopoly supply 
can be expressed as specific price-quantity 
schedules of a new type. Those interested in 
the theory of demand will enjoy reading the 
author’s discussion and his support of Pro- 
fessor Edgeworth’s 60 year old development. 


24.9 Standards for Grades of American Ched- 
dar Cheese Revised. Final revision of the offi- 
cial U. S. standards for grades of American 
cheddar cheese was prepared by the Food 
Distribution Administration for promulga- 
tion by the Secretary of Agriculture March 1. 
These standards include four practical trad- 
ing grades, namely, U. S. Grade AA, U. S. 
Grade A, U. S. Grade B, and U. S. Grade C. 
Cheese that fails to make these grades will 
be classified “No Grade.” 


24.10 A bulletin on seasonal fluctuations in 
the paper manufacturing industry has recently 
been released by the Research & Statistical 
Division of Dun & Bradstreet, Inc. One of a 
series of studies sponsored by the National 


Business Year Council, it analyzes seasonal 
variations in paper manufacturing in order to 
determine the most logical fiscal year for the 
industry to use. 

Trends in production, inventories, receiv- 
ables, and current liabilities are examined. 
Indices of production and shipments of 
wrapping paper have been computed and 
charted. The fiscal years in use at present are 
tallied and a date is suggested for closing the 
books which will provide a maximum of 
efficiency and convenience. 

All the information has been checked with 
officers of representative paper concerns 
throughout the country and the facts ob- 
tained have been used to correct, amplify, 
and refine the data. 

Copies of this bulletin may be obtained 
without charge from Dun & Bradstreet, 
Inc., upon request. 


24.11 Securities and Exchange Commission. 
Five industry reports of the new 1941! series 
of the Survey of American Listed Corpora- 
tions have been completed: Steel Producers, 
Railroad Equipment, General Industrial 
Machinery, Metal Working Machinery, 
Electrical Supplies and Equipment other 
than Household Appliances. 


24.12 Wage and Salary Stabilization. Pol- 
icies, Orders and Procedures of the National 
War Labor Board. 

The Chamber of Commerce of the United 
States of America has issued this pamphlet 
devoted to the compiling of information on 
the policies, orders and procedures of the 
National War Labor Board. The summaries 
are intended only for each reference to the 
more important provisions of legislation 
enacted on October 2, 1942, to stabilize 
wages and salaries in recognition of the direct 
relationship between compensation for serv- 
ices and the prices for goods which are under 
price ceilings. The formal documents of the 
War Labor Board and other agencies appear 
as supplements. 


24.13 Final Statistical Report of the Federal 
Emergency Relief Administration. Federal 
Works Agency, Works Projects Administra- 
tion. 
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This publication constitutes the final re- 
port of F.E.R.A. activities. It covers all funds 
made available to the F.E.R.A. and presents 
final statistics on both amounts of funds and 
numbers of recipients. The data are shown in 
considerably greater detail than those in 
previous publications. The report also con- 
tains descriptive and explanatory material 
covering the activities that were conducted 
with F.E.R.A. funds and the statistics that 
were developed to measure their scope. The 
arrangement is intended to facilitate its use 
as a statistical source book. 


24.14 A study of the Effect of Inventory 
Methods on Calculation of Profits and Income 
Taxes has been prepared by Charles J. Gaa 
and will be published by the Bureau of Eco- 
nomic and Business Research, University of 
Illinois. 

24.15 F. M. Jones is preparing 4n Analysis 
of Retail Sales Objections and Their Answers, 
to be published by the Bureau of Economic 
and Business Research, University of Illi- 
nois. 


24.16 Stephen K. Plasman of the School of 
Business of the University of Chicago has in 
progress a report entitled Time and Duty 
Analysis of a Salesman’s Time. 


24.17 The Bureau of Business Research of 
the University of Washington is preparing a 
monthly index of business activity in the Puget 
Sound region under the general supervision 
of Professor Grant I. Butterbaugh of the 
Faculty of Statistics, who has recently com- 
pleted a doctoral dissertation on the same 
subject for the University of Chicago. This 
index will be released within the next month 
or two and a monthly figure published each 
month thereafter. 


24.18 Bureau of Labor Statistics 


24.18.1 During the last three months the 
Bureau of Labor Statistics has continued to 
issue regular reports on changes in living 
costs in cities especially affected by war activi- 
ties. Because of their importance as centers of 
war production, Charleston, S. C., Omaha, 
Neb., Newark, N. J., and Wichita, Kan., 
have been added to the list of cities for which 


cost of living indexes are available, bringing 
the total number to 65. Cost of living indexes 
for these four cities have been prepared and 
are available to general public. 


24.18.2 In September 1942, the Bureau 
began to collect rental data direct from ten- 
ants rather than from rental management 
firms for use in constructing cost of living 
indexes. The sample is obtained on a block 
ratio basis and 28 cities have now been con- 
verted to this type of survey. It is planned 
to extent this collection method to include all 
cities for which rental information is col- 
lected. This change in method of collection 
was necessitated by the unusually high rate 
of turn-over in the rent sample obtained from 
rental management firms, with the wide- 
spread withdrawal of properties from agency 
management due to sales and return to owner. 
Moreover, there are indications that large 
property owners and rental agencies are com- 
plying more fully with Federal rent regula- 
tions than small individual owners. 


24.18.3 The Bureau of Labor Statistics is 
currently revising the specifications used to de- 
scribe goods for which retail prices are collected 
for use in the cost of living indexes. Because 
of the rapid change in the type of goods avail- 
able in the retail market, due to wartime 
restrictions on manufacturing, new specifi- 
cations are continually being developed. The 
Bureau’s retail price manual, which gives a 
concise description of the Bureau’s work on 
retail prices, the kinds of data collected, and 
the scope of the price surveys, is being re- 
vised. (Duplicated, for limited distribution) 


24.18.4 During the past few months the 
Division of Wage Analysis has prepared re- 
ports based on a large number of special sur- 
veys undertaken in a wide variety of industries 
at the request of the War Labor Board. 
Some of the industries studied are radio man- 
ufacturing, shipbuilding, ordnance, foundries, 
chemicals, airframes, rubber, leather, iron 
and steel, public service, etc. In addition to 
these special reports, which are not pub- 
lished, the Division has prepared for general 
distribution releases covering wages in the 
following industries: machine-tool acces- 
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sories, tires and tubes, mechanical rubber 
goods, mechanical power transmission equip- 
ment, aircraft engines, and entrance rates of 
pay of common labor, July 1942. At the 
present time the Division has nation-wide 
surveys under way in plants manufacturing 
aircraft parts, aircraft propellers, fertilizers, 
electrical products, and several other indus- 
trial machinery manufacturing industries. 


24.18.5 Results of the recently completed 
Defense Housing Survey, which was a W.P.A. 
project sponsored by the Bureau of Labor 
Statistics at the request of the National 
Housing Agency, were summarized in an ar- 
ticle entitled, Housing Provided in 138 De- 
fense Areas. This Survey also provided the 
basic data for an article comparing the size 
of operations of builders of single-family 
houses in selected areas in 1940 and 1941. 


24.18.6 An article on employment in the 
Federal executive service in 1941 and 1942 
analyzes the expansion of various depart- 
ments and agencies of the Federal Govern- 
ment as the result of their war activities. 


25. WAR AND MARKETING POLICY 


25.1 How British Rationing Charts Ours. 
Barron’s National Business and Fi- 
nancial Weekly, January 4, 1943. 


In this article it was pointed out that the 
point rationing which we are going to start 
for the first time in the U. S. was first used 
in Great Britain in 1918 and has been used 
very successfully in that country for the past 
two years. As compared with the automatic 
checks and balances provided by the price 
system, the rationing system is more cumber- 
some and less efficient, but it wastes less 
manpower and womanpower than would be 
wasted standing in food lines which are in- 
evitable in the absence of rationing. 

Four other rationing mechanisms devel- 
oped and used in Great Britain are briefly 
described. They are: 

Basic Rationing—used to distribute meats, 
sugar, cheese, butter, margarine, cooking fats 
and tea. 

Group Rationing—used to give the con- 
sumer the choice of taking one of several 


commodities, such as jam, marmalade, honey 
or other sweet spreads. 

Priority Rationing—used for milk, eggs, 
oranges, fruit juices and cod liver oil, with 
priority given expectant and nursing mothers, 
invalids and children. 

Rationing of candy and chewing gum—spe- 
cial ration books provide flexibility of choice 
but the candy coupons are not interchange- 
able with food coupons. 

The only deviation the British Ministry 
of Food has made from its policy of providing 
maximum possible ration for all consumers, 
rather than larger rations for any specified 
class, is in cheese. Special rations have been 
issued to miners, farm laborers, roadmen, 
forestry workers and certain classes of rail- 
way and industrial workers. This ration is 
issued because these workers are unable to 
take their noon meal at home. 

While Britain’s total food supply has been 
reduced, its wartime distribution has re- 
sulted in a better fed people. No one can tell 
as yet what will happen to the average 
American’s diet. However Secretary Wickard 
stated that if we manage our supply well, we 
will be able to meet the needs of our fighting 
men and Allies and yet give everyone a 
healthful and well-balanced diet. 


25.2 Control of Consumption in Britain. 
Buford Brandis, Fournal of Farm 


Economics, November, 1942. 


This article is descriptive of the types of 
control used in Britain, beginning in late 
1939. One is impressed in this and other 
studies by the variety of methods employed 
with different commodities and even in cases 
where there seems, superficially at least, to 
be considerable similarity of problems. Spe- 
cific rationing and point rationing are used 
side by side, and both the method and the 
degree of standardization of commodities has 
varied. 

Care must be exercised in applying any 
conclusion from British experience to Amer- 
ican conditions. One important reason for 
this, but not the only one, is the great differ- 
ence in supply relative to demand in the two 
countries. In Britain it early became appar- 
ent that many things would be very scarce 
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relative to demand, while here most things 
are available in quantities about equal to 
past consumption and only slightly below 
the quantities demanded. This has made our 
problem more difficult, rather than less, in 
several ways. The author summarizes the 
correct principles of control as promptness, 
efficiency, and impartiality, which, paren- 
thetically, are easier named than accom- 
plished. Even in Britain, where the need for 
control was obvious, there has been specula- 
tion, profiteering, black markets and what 
the author calls “moral evasion.” 


25.3 Principles of Consumer Rationing. 
Hans Stoehle, The Annals of the 
American Academy of Political and 
Social Science, January, 1943. 


This is a brief and clear explanation of the 
reasons why the price mechanism fails to 
ration goods as satisfactorily in wartime as 
it does in peacetime. In addition, the various 
types of consumer rationing systems are 
analyzed. The author concludes with a con- 
sideration of the long-run effects on consump- 
tion that runs as follows, ““A wise compromise 
between the necessities of wartime supply 
and nutritional knowledge may do much, 
through the administration of rationing 
schemes during the war, to habituate con- 
sumers to utilize their incomes so as not only 
to please themselves but also to spend more 
rationally from a nutritional point of view.” 


25.4 The Food Distribution Programs of the 
Agricultural Marketing Administra- 
tion. Frederick V. Waugh, The Annals 
of the American Academy of Political 
and Social Science, January, 1943. 


The author is concerned in this article 
with the effect which the various distribution 
programs of the Agricultural Marketing 
Administration have on the domestic nu- 
trition problem insofar as they affect the 
total quantity of foods available for domestic 
consumption. He explains that these pro- 
grams have always been aimed at dual objec- 
tives: (1) to remove price-depressing sur- 
pluses from the regular market, thus raising 
farmers’ incomes; and (2) to make these sur- 
pluses available to low-income families and 


to school children, thus improving the diets 
of participating groups. After briefly de- 
scribing how these objectives were achieved 
during peace-time the author relates the food 
distribution programs to the war situation. 
He calls attention to the fact that war needs 
have focused our attention on the nutrition 
requirements of our people. Moreover, we 
are still confronted with food surpluses, es- 
pecially of a local nature, e.g., the egg situ- 
ation in the southestern states in the spring 
of 1942. He warns that as the cutput of 
American farms is stepped up the greatest 
difficulties will be in processing, transporting, 
storing, distributing and shipping. 


25.5 The Nation Must Eat. Frank La Clave, 
Printers Ink Weekly, January 15, 
1943. 

In this article is described the manifold 
problems which face the food industry as a 
result of war limitations. Because of the 
scarcity of tin cans and metal closures and 
of food itself the food industry, the author 
claims, is confronted with the task of edu- 
cating the public on the workings of point 
rationing. Included is an interesting and 
fairly detailed description of how certain 
companies are handling the situation. 


25.6 Wartime Wheat Policy in Canada. 
H. S. Patton, Fournal of Farm Eco- 
nomics, November, 1942. 


During the War of 1914-1918 there was 
great stimulation to wheat production in 
North America, but so far this War has 
served to aggravate the wheat surplus prob- 
blem. This has led to a continuation of the 
stabilization arrangements developed during 
the depression years. The present article 
gives an excellent technical discussion of the 
devices currently in use. 


25.7 The Clothing Situation, 1943. Callo Van 
Syckle, Fournal of Home Economics, 
Vol. 35, No. 2, February, 1943. 


In this article is presented a careful dis- 
cussion of the problems involved in “stretch- 
ing” the supply of cotton, wool and rayon to 
satisfy consumers’ needs. The author also 
briefly considers price control and quality 
standards. 
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25.8 Past is Perilous Pattern for Post-War 
Planning. Donald R. G. Cowan, 
Printers Ink Weekly, January 8, 1943. 


In the words of the author, the “discussion 
has taken us far beyond the possible bounds 
of mechanistic predictions of post-war mar- 
ket patterns based on past performance. We 
have ranged through the markets for con- 
sumers’ goods, construction and producers’ 
goods—giving consideration to numerous 
basic changes taking place, such as popula- 
tion and income shifts, redistribution of 
wealth, technological developments and new 
products arising out of the stress of the war, 
improvements in distributive methods, and 
and foreign trade possibilities.” 


25.9 Five Post-War Trade Problems. Alonzo 
E. Taylor, Harvard Business Review, 
Winter Number, 1943. 


The five problems discussed in this article 
include two relating to individual commodi- 
ties, wheat and sugar; the replacement of 
demand for certain raw materials through 
the development of synthetics; problems re- 
lated to international patents; and the Ger- 
man control of machine tools and scrap. Each 
of these problems presents perplexing diffi- 
culties to the student of markets and inter- 
national affairs. Dr. Taylor gives a brief, but 
provocative statement of each. His study has 
led him to a tentative conclusion which may 
be stated here in his own words. ‘For a half 
century governments have been tinkering 
with collective action.... The historical 
record is one of practical failure.... Per- 
haps if politics would let trade alone and 
trade would let politics alone, it might be 
possible for the common sense of producing 
and consuming populations to mitigate pres- 
sures of circumstances by introducing a 
higher level of consumption in the interest of 
an elevated plane of living.”’ Reading of this 
article will be worth while just to see whether 
or not one can agree with the tentative con- 
clusion. 


25.10 Bureau of Agricultural Economics 


25.10.1 A study of possible wartime econo- 
mies in the marketing and transportation of 
farm products has been initiated by the Bu- 


reau. Asa part of this project, all data avail- 
able from past studies by any agency relating 
to marketing margins and costs will be 
brought together and analyzed. 


25.10.2 Estimates of the probable farmers’ 
share of 1943 expenditures for lend-lease pur- 
chase of farm products, including food, fiber, 
and tobacco, have been prepared by the 
Bureau. On the basis of relationships be- 
tween prices paid for lend-lease purchases 
and prices received by farmers in September 
1942, it is estimated that the farmers’ share 
of the lend-lease dollar in 1943 will be be- 
tween 75 and 80 cents. 


25.11 Bureau of Labor Statistics 


25.11.14 Continuing its studies of condi- 
tions in government and industry at the close 
of World War I, the Bureau has released 
two more mimeographed reports: 

Dissolution of the War Industries Board and 
Release of Its Industry Controls, 1918 deals 
with the 1918 post-Armistice period, in par- 
ticular the inadequacy of previous prepara- 
tion for demobilization of industry, the man- 
ner in which government control of industries 
was terminated, and the obstacles to smooth 
re-adjustment. 

“Termination of Ordnance Contracts 
1918” discusses the termination provisions of 
World War contracts, the post-Armistice 
cancellation of those contracts and the ad- 
justment of the resulting claims, and in- 
cludes four case studies dealing with the 
termination of selected contracts for steel 
billets, rifles, smokeless powder, and tanks. 


25.12 Food Distribution Administration 


25.12.1 Civilian Food Requirements. The 
Food Distribution Administration is working 
on a program for the enrichment of family 
flour as well as bread under which the stand- 
ards for enrichment would be raised. Such 
a move, it is believed, would have the back- 
ing of the milling industry as well as of 
scientific opinion. 

A study also will be undertaken of the 
special needs of children, pregnant women, 
and hospital patients with a view to develop- 
ing procedures for meeting their food needs 
under current conditions. 
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F.D.A. also is developing and refining a 
procedure for handling complaints on na- 
tional food shortages. The complaints go first 
to a committee composed of wholesalers, re- 
tailers, processors, and manufacturers, who 
work out a possible solution. If they cannot 
reach a solution they will turn the problem 
over to the regional offices of F.D.A. Thus far 
the committees have taken care of many 
complaints and found satisfactory adjust- 
ments of the problems. 


25.12.2 Wholesalers and Retailers. One 
Food Distribution Administration program 
would require restaurants, hotels, and others 
to conserve food by limiting the number of 
courses, size of portions, and use of butter 
and other scarce foods. Because approxi- 
mately 400,000 establishments are involved, 
an extensive educational program is neces- 
sary, which will be conducted through com- 
mittees of retailers and wholesalers. 


25.13 Work is nearing completion on an 
analysis of the postwar problems and oppor- 
tunities of the aviation industry that is being 
made by the Commercial Research Division 
of The Curtis Publishing Company. 


25.14 Dr. Richard R. Mead of the Market- 
ing Department of the Wharton School of 
Finance and Commerce, University of Penn- 
sylvania is preparing a study for the Na- 
tional Association of Motor Bus Operators 
on The Intercity Bus Industry at War. The 
study will concern itself with the place of the 
intercity bus industry in the transportation 
of interurban passengers, the effect of the 
war on its operations, and the manner in 


which it is meeting these emergency prob- 
lems. 


25.15 The Bureau of Business Research of 
the University of Washington is conducting 
an extensive investigation of the post-war 
prospects for a permanent light metals industry 


in the State of Washington. Both aluminum 
and magnesium are being covered. The 
project is well advanced and it is planned to 
issue three separate reports: First, a report 
on the aluminum industry in Washington; 
second, a report on the magnesium industry 
in Washington; and third, a more compre- 
hensive treatise on the outlook for the light 
metals industries in the United States. The 
research is being conducted by three full 
time staff members with a substantial group 
of assistants. Professor Homer E. Gregory is 
taking the responsibility for raw materials 
phases and the cost of production data. Pro- 
fessor Robert Mossey is organizing the eco- 
nomic background material and is develop- 
ing information on the labor economics of 
the industries and upon the electric power 
aspects. Dr. N. H. Engle, Director of the 
Bureau, is taking the major responsibility 
for the marketing analysis and general direc- 
tion of the entire project. 

The Department of Commerce has co- 
operated liberally through its field service in 
securing reports from consuming industries 
on the probable postwar demand for the 
light metals. Well over a hundred usable re- 
ports have been received from the field and a 
substantially larger number is expected be- 
fore the final analysis is completed. 

Certain sections of the report are being 
written at this time for submission to com- 
petent critics throughout the country in ad- 
vance of publication. The possibility of re- 
leasing the material a section at a time as 
fast as revised is being considered, but final 
arrangements have not been completed. 


25.16 Dr. N. H. Engle has collaborated with 
the Washington State Planning Council in a 
preliminary report on War and Post-War 
Readjustments in this state. A first draft of 
the report is available from the Washington 
State Planning Council, Olympia, Wash- 
ington. 
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ForEIGN TRADE PRINCIPLES AND PRACTICES, 
by Grover G. Huebner and Roland L. 
Kramer. New York: D. Appleton- Century, 
1942. Pp. xiii, §54. $4.00. 


“Huebner and Kramer” has become a ti- 
tle, like ““Taussig” or “Dewey.” They call 
their book Foreign Trade Principles and 
Practices, but to the trade it is ““Huebner 
and Kramer.” And in the revision of this 
famous text they have so edited and amended 
as to make their fame doubly secure. 

“Our primary purpose is the inclusion in 
, one volume of a discussion of the entire gen- 
eral field of foreign trade,” say the authors in 
their preface. They proceed in the following 
order: Part I, General Principles; Part II, 
General Promotion of Foreign Trade; Part 
III, Trading Organization and Methods; and 
Part IV, Financial Practices. 

One of the beneficial revisions was the de- 
letion of shipping technique. Yet export 
packing was retained. In a text devoted to 
general principles covering the whole field, a 
topic of more basic importance such as, for 
example, the consequences to the interna- 
tional balance of payments of the maritime 
policy of the United States might have been 
included with greater advantage to the stu- 
dent’s understanding of international forces. 
Unionism in the maritime industry is an- 
other basic factor that needs that space de- 
voted to export packing. 

Of greatest interest to many readers at the 
present time is the treatment of war meas- 
ures. The account begins with the Congres- 
sional Resolution of January 31, 1922 (re- 
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stricting the export of arms and ammunition 
to certain territories). Each major step down 
to the Neutrality Act of 1937 is briefly noted. 
The Neutrality Act is given more intensive 
treatment as are all the acts since 1939 which 
are concerned more directly with the control 
of trade such as Lend-Lease, Neutrality Act 
revision, Export Control Act, and the estab- 
lishment of the central war bureaus including 
the Board of Economic Warfare. Foreign 
fund freezing, control, and the proclaimed 
list of blocked nationals are adequately 
treated. Sufficient material on the control of 
imports is included to establish the basic con- 
trol pattern. 

In dealing with the war-time controls, the 
authors faced the difficulty of kaleidoscopic 
change and selection of the truly important 
fact out of the mass of ambiguous develop- 
ment. Having provided the historical back- 
ground and explained the basic pattern of 
control they have done all that is required by 
the purpose of their text and have done it 
well. This section is recommended to all who 
desire a concise and reasonably complete 
treatment of this subject. Supplemented by 
the Export Control Bulletins (for very recent 
developments) it enables one to cover this 
subject with breadth and authority. 

Post-war reorganization of world economy 
will be aided in direct proportion to the abil- 
ity of our leaders and the nation to under- 
stand the fundamentals of wor/d economy. A 
text like this is one of the best means by 
which such understanding will be secured. 

Epwin WIGGLESWORTH 
New York University 
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War WirtHout Inriation, by George Ka- 
tona. New York: Columbia University 
Press, 1942. Pp. x, 213. $2.50. 


The author criticizes the government for 
failure to coordinate properly “‘the two sepa- 
rate scientific disciplines, economics and psy- 
chology.” His conclusion is that inflation can 
be avoided through the careful application 
of psychological principles for shaping mass 
behavior in a logically controlled economic 
setting. Much attention is devoted to the 
specific psychological procedures that should 
be resorted to by our government in its price 
regulating, rationing, taxing, and borrowing 
programs. 

The first two chapters of the book are some 
what disappointing. Mr. Katona undertakes 
the task of pointing out the failure of the 
economist to take sufficient heed of psycho- 
logical aspects of problems that are thought 
of as economic in nature. In developing his 
thesis, he at times errs in interpreting the tra- 
ditional economic explanation of value de- 
termination, while on other occasions he ap- 
pears to overstate the purely psychological 
phases of current monetary situations. Spe- 
cifically, he fails to recognize that the “‘tradi- 
tional economic view” of supply and demand 
forces is that in which these terms are used in 
the schedule sense. Mr. Katona’s use of the 
term supply apparently is synonymous with 
the word stock, and fails to take into consid- 
eration the subjective elements that are by 
definition a part of the term as used by the 
economist. Perhaps the economist has not 
given as much heed to psychological factors 
as he should, but the traditional economic 
views of value determination are not as free 
from subjective elements as Mr. Katona 
would seem to indicate. 

The development of his central theme that 
inflation during war is not inevitable gives 
full credit to the part played by a well regu- 
lated psychological approach, but fails to 
recognize sufficiently the significance of the 
economic elements if subjective factors are to 
succeed in their purpose. 

The latter sections of the book should 
prove highly stimulating to those who are 
concerned with the political economy of our 


country during an all-out war program. After 
setting forth the basis for the psychological 
preparation of the people for various govern- 
mental procedures. attention is focused upon 
the methods of planning the program and of 
educating the people concerning rationing, 
price-fixing, taxation, and borrowing. The 
chapter on taxation is especially well written 
both from the economic and from the psy- 
chological points of view. This chapter alone 
justifies the reading of the book. 

The concluding chapters dealing with the 
post-war outlook and a general summary pre- 
sent interesting speculations as to the after- 
math of the current wartime procedures. 
Here, as elsewhere in the book, the author 
makes an obvious effort to eliminate extrane- 
ous elements that have tended to obscure the 
discussion of inflation. 

The economist may find portions of the 
book inaccurate in describing his views on 
value determination; the businessman may 
feel that certain suggestions for dealing with 
inflation are somewhat visionary; the gov- 
ernmental planner may take the view that 
many of the suggestions for shaping public 
opinion as set forth in the book cannot be 
achieved. However, all of these groups will 
find in this volume an intelligent and inter- 
esting treatment of a currently significant 
topic. 

Carrot K. Warp 
Kansas City, Kansas 


Tue Network or Wor.ip Traps, by Eco- 
nomic Intelligence Service, League of Na- 
tions, Geneva. New York: Columbia 
University Press, 1942. Pp. 172. $2.75. 


This volume describes, in clear and simple 
English and with the support of unusually 
intelligible charts and statistical tables, the 
relative importance of the foreign trade of 
the various trading areas of the world; the 
nature of the goods entering into the trade 
of each area; the dependence of the areas 
upon each other as buying and selling mar- 
kets for a number of important primary 
products; and the network of trade channels 
that connect the groups and form a world- 
wide system. 

The text, which occupies a little more than 
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half of the pages, carefully traces the devel- 
opment of triangular or multilateral interna- 
tional trade; describes its deterioration and 
replacement by bi-lateral trade under the 
stresses of war and nationalistic commercial 
policy; and, while recognizing that changes 
in the foreign investment pattern of Great 
Britain and the United States will make 
some modification inescapable, makes a 
strong case for the restoration of multilateral 
trade in order to facilitate a smooth transi- 
tion from war restriction to the peace-time 
expansion of world commerce. 

The Network of World Trade supplements 
a 1941 publication entitled World Trade 
which was devoted to the place of Europe 
in world trade. The two volumes should be 
at the elbows of teachers and students of 
foreign trade theory, will greatly assist those 
trying to understand the Geo-Politicians, 
and are to be commended to the attention 
of all who help determine national commer- 
cial policy. They will also interest those who 
had assumed that the League of Nations had 
gone out of business. 

C. S. Locspon 
Michigan State College 


Motor Trarric MANAGEMENT, by H. E. 
Stocker. New York: Prentice-Hall, 1942. 
Pp. xxi, 369. $5.00. 

This book consists of 13 chapters and three 
appendices coupled with $7 illustrations. The 
author’s concept of the field of motor traffic 
management is contained in the Introduction 
in which he states: “Traffic management 
may be divided into seven mzjor divisions: 
(1) legal basis of regulation; (2) economics 
of transportation; (3) transportation service 
factors; (4) selling transportation service; 
(5) rate construction; (6) construction and 
use of tariffs; and (7) preparation and use of 
various documents, forms, and so forth’ (p. 
xix). 

To marketing men, the more important 
sections of the book undoubtedly are those 
dealing with the comparative advantages of 
motor and railroad transportation (Chap. 
II); selling transportation service (Chap. 
III); and the matter of freight rates and 
tariffs (Chaps. VI-XI). Despite the author’s 


talk about dealing with the economics of 
motor transportation, nothing is done sci- 
entifically to compare rail and motor freight 
rates from a competitive viewpoint, nor are 
the rates related to production and market- 
ing activities. 

The book, in this reviewer’s opinion, is 
badly in need of a theory of organization and 
classification. One example will suffice to 
show what is meant. First of all, a chapter 
(IV) is included on “Is Highway Transpor- 
tation Subsidized” But after reading through 
the chapter one finds material also on “trans- 
portation of a 143-ton gun over city streets 
and highways” (p. 77), “highway landscap- 
ing” (p. 84), and the like. Further, the treat- 
ment is not stratified, in terms of common 
carriers, company private truck fleets, and 
other such categories. 

Something should be said about the style 
of writing. The author believes it necessary 
to avoid “the use of terms which are not gen- 
erally known and has used plain English 
words rather than impressive words meaning 
simple things” (p. xxi). While this has led in 
the book to a personal style, it has not led 
to the careful wording necessary for theo- 
retical concepts. And too often, it has led to 
the overuse of ‘“‘now-in-my-experience-this- 
has-taken-place”’ type of presentation. 

Davip A. REevzan 
De Paul University 


ConsuMER EpucATION IN THE ScHooLs, by 
Herbert A. Tonne. New York: Prentice- 
Hall, 1941. Pp. xiii, 365. $2.85. 

Three chapters in this book trace the de- 
velopment of the consumer movement, ana- 
lyze consumer spending, and explain the role 
of consumers in economic life. Most of the 
remaining chapters treat in greater part with 
the need, scope and status of consumer edu- 
cation and the techniques, methodology, and 
teaching devices that consumer education 
requires. Other chapters deal with consumer 
education through home economics, business 
education, and there is an excellent but brief 
final chapter on general problems of con- 
sumer education. 

Much about the book can be praised. 
The author appears to have a nicely-bal- 
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anced philosophical attitude about the 
nature of consumer education, its place in 
the curriculum, and the relationship of the 
consumer to the world in which he lives. 
More, the material presented is quite real- 
istic. It enables the reader to get a real under- 
standing of the problems of the consumer in 
a system he does not understand very well. 

The author explains that the book is not 
intended to be definitive. The reviewer 
might add that, in his opinion, this applies 
to all books in consumption. He also states 
that it should prove useful to senior college 
students and in-service graduate students in 
teachers colleges and schools of education. 
The reviewer agrees. The latter does not 
recommend it, however, for students of eco- 
nomics, marketing and allied fields. For 
prospective teachers the book meets a real 
need when supplemented with other ma- 
terial. 

Excellent features of the book are the 
questions for discussion and further study 
and the selected references listed at the end 
of each chapter. 

While the author gives an excellent analy- 
sis of advertising from a critical viewpoint, 
some readers might accuse him of not trying 
to sell the virtues of advertising. It is fair 
though to state that this book treats the 
subject more objectively than most texts in 
the field. 

Several statements of the author are open 
to question. For example, Adam Smith is 
said to have been “‘keenly aware of the place 
of the consumer in our economic system.” 

AvpHEus MARSHALL 
College Park, Ma. 


Tue Rice Economy or Monsoon Asi1A, by 
V. D. Wickizer and M. K. Bennett. 
Berkeley, California: Food Research Insti- 
tute, Stanford University, 1941. Pp. xiii, 
358. $3.50. 

This study of the leading food crop of Asia 
appeared, by timely coincident, just at the 
time of Pearl Harbor when thoughts turned 
naturally to the part of the world with which 
it is concerned. The work of gathering the 
material from which the book grew com- 
menced in the late 1920’s following the 


Honolulu conference of the Institute of 
Pacific Relations in 1927. Mr. Wickizer 
spent much of 1939 reviewing first hand the 
conditions in Monsoon Asia with special at- 
tention to rice, and the two following years 
were devoted to analysis and presentation 
of the material. 

This book is notable first, perhaps, for its 
tempered tone and tentatively suggested 
conclusions. It is made clear, for example, 
that the consumption of rice in Monsoon 
Asia has declined per capita, but the reader 
cannot be quite certain as to the net effect on 
Asiatic diets. On second reading it is evident 
that the authors believe the dietary level has 
dropped, but they refrain from being dog- 
matic about it. On the whole, however, the 
impression is left that the substitution of 
non-cereal foods of high dietary value will 
come slowly and that Asia will be poorer fed 
before it is better. Of course the opportunity 
always exists to find new, high-yielding 
strains of rice, as has recently been done with 
corn in this country, but while this possi- 
bility is mentioned it is not stressed as im- 
mediately likely. 

The descriptive chapters on lowland rice 
culture, marketing and milling, and the sur- 
plus and deficit producing areas all add much 
to knowledge of the social economy of Asia. 
Five countries of Monsoon Asia—Burma, 
French Indo-China, Thailand, Chosen, and 
Taiwan—produce an exportable surplus of 
rice which goes largely to India, China, 
Japan, British Malaya, Ceylon, the Nether- 
lands Indies, and the Philippine Islands. The 
entire area is essentially in balance. 

In spite of the tendency for per capita rice 
consumption to decline, the purchasing 
power of rice in Monsoon Asia was substan- 
tially lower in the 1930’s than in the 1920’s. 
Thus it appears that acreage reductions have 
not kept pace with the fall in real demand 
(p. 161). This appears to be due, in part, to 
governmental intervention, especially the 
efforts of Japan to expand rice production in 
her colonies. Tobata has reviewed the history 
of Japanese rice control in an earlier publica- 
tion of the Stanford University Press (Com- 
modity Control in the Pacific Area, edited 
by W. L. Holland, 1935). Incidentally, the 
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present authors might have made fuller and 
better use of Tobata’s material. Govern- 
mental intervention in the rice industry ap- 
pears to have been carrying water on both 
shoulders: that is, it has attempted to lower 
the price to consumers and raise it to pro- 
ducers. So far both have been accomplished 
in some cases through a squeeze on the 
middlemen, but the evidence seems to show 
the inevitable lowering of the farmer’s pur- 
chasing power in the Japanese colonies and 
in some other areas. 

A reading of this book at the present time 
will be repaid through the increased under- 
standing of some of the important problems 
in the Asiatic economy. These problems will 
need sympathetic and wise consideration 
when the shooting part of the war is over. 
Both the Food Research Institute and the 
commonwealth are to be congratulated on 
the timeliness of the presentation. 

Rotanp S. VAILE 
University of Minnesota 
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ROSS M. CUNNINGHAM 
Editor 








The A.M.A. Notes have four major func- 
tions. In the first place, they provide an 
official bulletin board by which the member- 
ship can be informed of Association policies, 
results of elections, appointments of com- 
mittees, and the like. 

Secondly, they will report upon activities 
of the various local chapters. Chapter activi- 
ties are of interest not only to A.M.A. mem- 
bers but even more particularly to chapter 
officers who are constantly seeking ideas on 
good programs and speakers, useful chapter 
activities other than program, effective 
organization arrangements, and similar in- 
formation. For example, the luncheon dis- 
cussion meeting which is working so success- 
fully in the New York Chapter might well 
find application in certain other chapters. 


A.M.A. Notes will record promotions, 
changes in positions, and other personal 
items of interest to the membership. For this 
function of the notes to be performed success- 
fully your editor will have to rely upon the 
good nature and courtesy of members in re- 
porting such items. The chapters are co- 
operating by assigning one individual to 
collect such information but for the many 
members who do not live in areas served by 
local chapters, it is hoped that such changes 
will be reported either by the individuals 
concerned or perhaps by their friends. 

Finally, the A.M.A. Notes will print from 
time to time brief summaries of talks or dis- 
cussions of local chapters which are thought 
to be of particular interest to our mem- 
bers. 


OFFICERS OF AMERICAN MARKETING ASSOCIATION, 1943 


President 
First Vice-President 
Second Vice-President 


Albert Haring 
Wroe Alderson 
Philip Salisbury 


Treasurer Howard Whipple Green 
Secretary Ross M. Cunningham 
Directors Everett R. Smith 


Lyman Hill 
Henry E. Erdman 


Indiana University 

Board of Economic Warfare 

Sales Management 

Real Property Inv. of Metro. Cleveland 
Massachusetts Institute of Technology 
MacFadden Publications, Inc. 

Servel, Inc. 

University of California 


Virgil D. Reed, Ex Officio War Production Board 


CHAPTER NEWS 


Chicago Chapter 
Officers—1942-43 


President—S. R. Bernstein, Advertising 
Age 

First Vice-President—S. F. Townsend, 
Business Research Corp. 


Second Vice-President—J. C. Griffin, Wile 
son & Co. 

Secretary—H. W. Thomas, Marshall Field 
& Co. 

Treasurer—J. H. Fries, Kraft Cheese Co. 

Directors—J. J. Martin, Henri, Hurst & 
McDonald 
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C. T. Huesinkveld, Armour & Co. 

R. N. McMurry, Psychological Corpora- 
tion 

H. L. Porter, Standard Oil Co. 


B. F. Williams, Masonite Corp. 
C. A. Wolcott, Blackett-Sample-Hummert 
J. M. Willem, Good Housekeeping 


Meetings 


The Chicago Chapter of the American 
Marketing Association has held regular 
monthly meetings since September, but it 
has been necessary to limit somewhat its 
normal activities because many of the mem- 
bers are occupied with additional special 
tasks. Many members have been serving the 
government in various posts. 

Speakers at the chapter meetings have in- 
cluded: Wilson W. Condict, St. Louis Globe 
Democrat, ““A Continuing Grocery Store 
Sales Inventory”; C. L. Christianson, Re- 
gional Price Executive, O.P.A., “Price Con- 
trol and Economic Mobilization”; Everett 
R. Smith, Macfadden Publications, “The 
True Story—Crossley Continuing Consump- 
tion Index’’; Prof. John H. Frederick, Uni- 
versity of Texas, “How Air Transportation 
Will Affect Marketing Methods”; and Stan- 
ley Womer, Industrial Surveys Company, 
“National Consumer Index.” 

Dr. Lyndon O. Brown, Vice-President of 
Foote, Cone & Belding, and Professor of Ad- 
vertising and Marketing at Northwestern 
University, led a discussion of the place of 
marketing research in a war economy at the 
Chapter’s March meeting. Other meetings 
planned include a discussion of the audimeter 
operation of A. C. Nielsen Company and a 
talk by Wroe Alderson of the Bureau of 
Economic Warfare. 

The Placement Committee, under the able 
direction of C. T. Huesinkveld of Armour & 
Company has continued to do an outstand- 
ing job in finding jobs for applicants, al- 
though its work in recent months has been 
principally concerned with finding applicants 
for jobs. 

The Chapter has a Project Committee 
headed by C. C. Chapelle, which has con- 
tacted the Chicago Association of Commerce 
and other parties in an effort to develop a 


research project which can be handled by the 
organization and which might serve a useful 
civic purpose. At present, a number of such 
projects are under discussion. 


New England Chapter 


Officers—1942-43 

President—Geoffrey L. Pipette, Carters - 
Ink Co. 

Vice-President—Harry L. Hansen, Har- 
vard Business School. 

Treasurer—Harold P. Smith, Bureau of 
Foreign and Domestic Commerce 

Secretary—Richard L. Edsall, James T. 
Chirurg Co. 

Executive Committee—Ross M. Cunning- 
ham, M.LT. 

Carleton McVarish, Yankee Network 

Malcolm P. McNair, Harvard Business 
School 

Gerald B. Tallman, M.I.T. 


M. Leonard Hersey, Socony Vacuum Oil 


Co. 
Meetings 


Recent meetings of the New England 
Chapter have been tied in closely with war- 
time marketing conditions. Some of the sub- 
jects covered in the last few months have 
been: 

“Sales Aptitude Testing,” joint meeting 
with B. R. Canfield, Babson’s Institute, 
covering the theory of the plan and 
S. D. Chamberlain, Field Sales Man- 
ager, Kendall Mills, telling how his firm 
is putting the theory to work.! 

“Price Control,” Mr. Livingston Hall, 
Regional Price Attorney, O.P.A. 

“What Retailers Will Survive 
panel discussion. 

“What Types of Advertising Will Work 
Best in Wartime?” panel discussion. 

“Effect of Point Rationing on Operations 
of Producers, Processors and _ Dis- 
tributors of Processed Foods,” panel 
discussion. 

During the last two seasons, meetings have 

been divided between individual speakers 


a ” 
1943, 


1 Mr. Chamberlain’s paper will be published in a sub- 
sequent issue of THE JOURNAL OF MARKETING, 
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and panels, two-thirds of the meetings in- 
volving a single speaker. The attendance 
curve has risen sharply whenever there has 
been a panel meeting. This has happened so 
many times that the officers have decided 
that it is not a coincidence. 

Panels usually include five or six speakers, 
with one of them serving as a discussion 
leader. For example, the panel of a recent 
meeting, “What Retailers Can Survive 
1943, included speakers from a manu- 
facturer, a wholesaler, a large retailer, a pro- 
fessor of marketing and an Army officer. 
Thus, all sides of the picture, including the 
manpower problem were discussed with con- 
siderable interest. The question period with 
a panel is usually much livelier than with an 
individual speaker. 


New York Chapter 

Officers—1943 

President—Dale Houghton, New York 
University 

Vice-President—Cara 
Ferry-Hanly Co. 

Secretary—Joseph S. Boyajy, Recording 
& Statistical Corp. 

Treasurer—Arthur Hurd, Newsweek 

Directors—Lloyd H. Hall, The Lloyd H. 
Hall Co. 

John J. Karol, Columbia Broadcasting 
System, Inc. 

George G. Shor, American Weekly 


Haskell 


Vorce, 


Plans for 1943 


Plans for the year 1943 as outlined by Dale 
Houghton, the Chapter President, include: 
1. To continue to build up group discus- 
sion meetings, which are growing in 
interest and attendance. 

2. To plan general meetings with subject- 
matter growing out of the group dis- 
cussions. Chairmen of these discussion 
groups are being called upon to co- 
operate with the general program chair- 
man in selecting speakers who will dis- 
cuss subjects relating, in perhaps a 
broader sense, to these particular group 
problems. 

3. Preparation of a monthly calendar of 
events for distribution among our mem- 


bers and others interested in A.M.A. 
activities. 

4- Appointment of a librarian to prepare 
monthly a brief summary of the dis- 
cussions of the individual group meet- 
ings for distribution at the general 
meetings. This is intended not to take 
the place of attendance at the individ- 
ual group meetings but rather to arouse 
greater interest in them. 

5. Establishment of a Liaison office for the 
purpose of handling all negotiations 
with the National Organization and the 
individual chapters for a better-organ- 
ized exchange of constructive ideas. 


Meetings 


At about the middle of last year a number 
of luncheon discussion groups were organized 
under the chairmanship of Arthur Hirose 
(McCall Corporation) for a more informal 
type of meeting which would supplement the 
regular monthly chapter meetings. The sub- 
jects covered and the chairmen are as 
follows: 


Population & Occupational Shifts, R. J. Mc- 
Fall, Magazine Marketing Service 

Copy Testing, Harry H. Gould, This Week 
Magazine 

Packaging Problems, Harry Chapperon, 
Charles M. Storm Co., Inc. 

Post-War Market Planning, Rene Pepin, 
Vick Chemical Co. 

Sales & Distribution Problems, Philip Salis- 
bury, Sales Management 

Radio Listening Habits in War Time, George 
Allen, Radio Station WOR 

Advertising Appeals, O. L. Tinklepaugh, 
J. M. Mathes, Inc. 

Field Research, H. A. Richmond, Metropoli- 
tan Life Insurance Company 

Market Research and Public Opinion Polls, 
H. A. Thompson, Arthur Kudner, Inc. 

Reading Habits in War Time, Don Saunders, 
McCall Corporation 


From January 13 to February 15 there 
were luncheon discussion meetings on Post- 
War Planning, Radio Listening Habits in 
War-Time, Packaging Problems, Copy Test- 
ing, Population and Occupational Shifts, 
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Sales and Distribution Problems and Field 
Research. 

The regular monthly chapter meeting on 
January 28 was addressed by Dr. Rolf 
Nugent, originator of the post-war-delivery 
plan.! 

As indicated in the foregoing list of meet- 
ings, under the chairmanship of George H. 
Allen, the New York Chapter discussed the 
reaction of movie and radio audiences to war 
entertainment. Speakers included Howard 
Dietz, Vice-President, Metro-Goldwyn- 
Mayer Pictures, and Dr. Matthew Chappell, 
technical consultant, C. E. Hooper, Inc., 
radio research firm. 

Comments from the speakers show six 
general changes occurring in both fields as a 
result of the war. 

(1) Audiences are at all time peaks in both 
industries. For example, Dr. Chappell esti- 


1 Cf. pp. 350-353, above. 


mated that present radio audiences are about 
8 per cent above a year ago. 

(2) Both industries, in response to wide- 
spread public demand, are placing increased 
emphasis on war news. Radio news audiences 
have increased 18 per cent over a year ago. 

(3) United States radio programs and 
movies are being taken to our soldiers on all 
war fronts. 

(4) The loss of male “stars” in the 18-45 
group has created serious production prob- 
lems, especially for the movies. At the same 
time, audiences are showing a rising percent- 
age of women. 

(5) Both industries are devoting much 
attention to programs which build wartime 
morale, and build and “sell” allied objec- 
tives. 

(6) War themes are popular with the pub- 
lic, but both comedy and crime entertain- 
ment have also gained in popularity. 
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Dr. Machlup presents in this new volume a penetrating analysis 








of the interrelationships of international trade, capital movements, 
investment and national income. Students who have been discouraged 
by the seeming complexity of the technique of the income multiplier 
will find that it becomes a simple and almost obvious tool of an- 


alysis by virtue of the author’s masterful treatment. 


Price $3.50 (1943) 


THE BLAKISTON COMPANY, Philadelphia 











Please mention the JouRNAL oF MARKETING in writing advertisers 











Ronald Press Textbooks 


FOR MARKETING COURSES 








PRINCIPLES OF MARKETING 


By Harold H. Maynard, Walter C. Weidler, both 
of Ohio State University, and Theodore N. Beck- 
man, Ohio State University; formerly Consulting 
Expert in Charge of Wholesale Distribution, U. S. 
Department of Commerce. 


Over one hundred schools have adopted the new 
edition of this standard work which covers from the 
consumer’s viewpoint: Marketing fundamentals; The 
Ultimate Consumer; Our Retailing System; Whole- 
saling Consumer Goods; Marketing Functions, Costs, 
Policies, Trends, Efficiency. Shows how specific com- 
modities are marketed. 

12 illus. 40 tables, 700 pp. Third Edition, $4.50 


MARKETING COOPERATIVES 
By Donald F. Blankertz, Wharton School of Fi- 


nance and Commerce, University of Pennsylvania. 


MERCHANDISING GUIDE 
By M. David Potter, Long Island University and 
College of the City of New York. 150 pages $2.00 


PRODUCT STANDARDS AND LABELING 
FOR CONSUMERS 


By Alice L. Edwards, Mary Washington College; 
formerly Executive Secretary, American Home Eco- 
nomics Association. 134 pages 


MANUFACTURERS’ 
AND PRICE POLICIES 


By Albert Wesley Frey, Dartmouth College. 429 
$4.50 


PRODUCT, PACKAGE 


PUBLIC WAREHOUSING 


By John H. Frederick, The University of Tex 
14 illustrations, 18 tables, 301 pp. ........ $3.50 


MARKET RESEARCH AND ANALYSIS 


By Lyndon O. Brown, Vice-President, Soote, Cone 
and Belding, Chicago; also, Northwestern University. 
26 illustrations, 487 pp. $4 





SALES MANAGEMENT 


By Herman C. Nolen and Harold H. Maynard, 


both of the College of Commerce and Administration, 
Ohio State University. 


A book for students whether in college classes or in 
business as sales managers. Based on scientific analysis 
of conditions, it has been tested and proved through 
controlled experiment with important companies. In- 
cluded are many problems, illustrations, exhibits, de- 
veloped from basic principles and experience. 

52 illustrations and tables, 505 pp. ........ 
Problem book, paper cover, 112 pp. ........ 

Book and Problem book, combined 


MERCHANDISING OF FASHIONS 


By John B. Swinney, Director, Uptown Retail Guild, 
New York City; Extension Division, Columbia Uni- 
versity. 397 pages 


FASHION MERCHANDISING 


By Paul H. Nystrom, School of Business, Columbia 
University; President, Lirnited Price Variety Stores 
Association. 255 pages 


RETAIL INSTITUTIONS AND TRENDS 


By Paul H. Nystrom, Columbia University. 80 illus- 
trations, 35 tables, 456 pages. Third Edition, Re- 
vised Printing 


RETAIL STORE OPERATION 


By Paul H. Nystrom, Columbia University. 61 illus- 
trations, 34 charts, tables, 702 pp. Fourth Edition, 
Revised, Enlarged 


ELEMENTS OF RETAIL SELLING 


By Paul H. Nystrom, Columbia University. 21 illus- 
trations, 369 pages $2.40 


WHOLESALING, PRINCIPLES AND 
PRACTICE 


By Theodore Beckman, Ohio State University; and 
Nathanael H. Engle, University of Washington; 
formerly Ass’t Director, Bureau of Foreign and Do- 
mestic Commerce, U. S. Department of Commerce. 
34 illustrations, 61 tables, 628 pp. .......... 


Now Available, General Calalog of Books 


THE RONALD PRESS COMPANY, PUBLISHERS 


15 East 26th Street 


Established 1900 


New York, N. Y: 
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